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by Rep. Jack D. Franks

SYNOPSIS AS INTRODUCED:

See Index

Creates the FY2016 and FY2017 Budget Implementation (Revenue) Act.
Creates the Illinois Business and Economic Development Corporation Act.
Authorizes the Department of Commerce and Economic Opportunity to
incorporate the Illinois Business and Economic Development Corporation as a
not-for-profit corporation. Creates the Health Insurance Claims Assessment
Act. Imposes an assessment of 1% on claims paid by a health insurance
carrier or third-party administrator. Provides that the moneys received and
collected under the Act shall be deposited into the Healthcare Provider
Relief Fund. Repeals the New Markets Development Program Act on July 1,
2016. Amends the Illinois Income Tax Act. Makes changes concerning: the
apportionment of business income for persons other than residents; the
bonus depreciation deduction for property acquired by a small business; the
research and development credit; and transfers into the Local Government
Distributive Fund. Amends the Tax Delinquency Amnesty Act. Provides for an
amnesty period beginning October 1, 2016 and ending November 8, 2016.
Amends the Limited Liability Company Act. Reduces certain fees. Eliminates
stipends for various local and county officers. Amends various Acts to
eliminate compensation and expense reimbursement for certain boards and
commissions. Amends the Use Tax Act, the Service Use Tax Act, the Service
Occupation Tax Act, and the Retailers' Occupation Tax Act. Provides that
the rail carrier and rolling stock exemptions sunset on June 30, 2016.
Makes changes concerning gasohol. Makes changes concerning the Public Aid
Code. Amends the Unified Code of Corrections. Makes changes concerning
staffing. Effective immediately.
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AN ACT concerning budget implementation.

Be it enacted by the People of the State of lllinois,

represented in the General Assembly:

ARTICLE 1. SHORT TITLE; PURPOSE

Section 1-1. Short title. This Act may be cited as the

FY2016 and FY2017 Budget Implementation (Revenue) Act.

Section 1-5. Purpose, It is the purpose of this Act to make
changes in State programs that are necessary to implement the

State's budget for Fiscal Years 2016 and 2017.

ARTICLE 5. ILLINOIS BUSINESS AND ECONOMIC DEVELOPMENT

CORPORATION ACT

Section 5-1. Short title. This Act may be cited as the
Illinois Business and Economic Development Corporation Act.

References in this Article to "this Act" mean this Article.

Section 5-3. Findings. The General Assembly finds that
targeted efforts to promote and foster business growth, job
creation, and tourism are necessary for economic growth in
Illinois to provide more prosperity and opportunities for

Illinois residents. As both the public and private sectors have
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a shared interest in fostering the economic vitality of the
State, it 1s the purpose of this Act to implement economic
development policy in the State by means of collaboration

between the government and a not-for-profit corporation.

Section 5-5. Definitions. For the purposes of this Act:

"Board" means the board of directors of the corporation.

"Chief Executive Officer" means the chief executive
officer of the corporation.

"Conflict party" means a director, officer, or employee of
the corporation; the spouse of a director, officer, or employee
of the corporation; or an immediate family member of a
director, officer, or employee of the corporation residing in
the same residence as the director, officer or employee.

"Corporation" means the Illinois Business and Economic
Development Corporation incorporated Dby the Department
pursuant to Section 5-10.

"Department”" means the Department of Commerce and Economic
Opportunity.

"Director" means the Director of Commerce and Economic

Opportunity.

Section 5-10. Creation of the 1Illinois Business and
Economic Development Corporation.
(a) The General Assembly authorizes the Department, in

accordance with Section 5-10 of the State Agency Entity
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Creation Act, to incorporate the Illinois Business and Economic
Development Corporation as a not-for-profit corporation
pursuant to the General Not For Profit Corporation Act of 1986.

(b) The purpose of the corporation shall be to operate
exclusively for charitable purposes within the government, by
promoting the economic development and well-being of the State.
The corporation shall focus on business development, small and
minority-owned business incubation, trade and investment,
tourism and film. The corporation shall:

(1) develop best practices for economic development in
consultation with the Department;

(2) enter into grant agreements with the Department and
sub-grants with other persons and entities, subject to
Department approval;

(3) maintain and develop economic data and research
that is beneficial to business development in the State;

(4) maintain and develop information about specific
statewide and regional economic incentives and benefits
that may be available to a business to expand within, or
relocate to, the State; and provide such information to
prospective businesses;

(5) formulate and pursue programs and local
partnerships for encouraging the location of new
businesses in the State and for retaining and fostering the
growth of existing businesses;

(6) negotiate tax incentives with private businesses,
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subject to Department approval; and

(7) cooperate with and provide information to State
agencies, local governments, community colleges, and State
universities on economic development matters.

(c) For the purposes described in this Act, the corporation
shall collaborate with the Department; with other State
agencies, authorities, boards, and commissions whose programs
and activities significantly affect economic activity in the
State as appropriate; and with local and regional economic
development organizations, local elected officials,
community-based organizations, service delivery providers, and
other organizations whose programs and activities
significantly affect economic activity. The Department and
each other State agency, authority, board, or commission with
which the corporation seeks to collaborate shall assist the
corporation in carrying out its purposes as directed by the
Governor.

(d) The corporation shall make every effort to focus on
small business development and 1incentives and programs
designed to assist minority-owned and women-owned businesses
and Dbusinesses that will create Jjobs 1in areas with high
unemployment or poverty.

(e) The corporation shall not be considered, in whole or in
part, an agency, political subdivision, or instrumentality of
the State. The corporation shall not exercise any sovereign

power of the State. Employees and officers of the corporation
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shall not be considered employees or officers of the State or
subject to the Personnel Code or other laws applicable to State
employees and officers. The corporation does not have authority
to pledge the credit of the State; the State shall not be
liable for the debts or obligations of the corporation; and all
debts and obligations of the corporation shall be payable
solely from the corporation's funds.

(f) The corporation shall have such powers, rights, and
obligations as are conferred upon a not-for-profit corporation
under the General Not For Profit Corporation Act of 1986,
including to accept grants, loans, or other amounts from the
State, the federal government, or other persons; to enter into
contracts; and to employ personnel and other agents.

(g) The corporation shall be established, maintained, and
operated so that donations and bequests to the corporation
qualify as tax deductible under State income tax laws and
Sections 170(c) (2) and 501 (c) (3) of the Internal Revenue Code.

(h) The articles of incorporation and bylaws of the
corporation shall provide for (1) governance and efficient
management of the corporation, (2) a Dboard of directors
satisfying the requirements of Section 5-15, (3) a conflict of
interest policy satisfying the requirements of Section 5-30,
and (4) financial operations of the corporation, including the
authority to receive and expend funds from public and private
sources and to use its property, money, and other resources for

the purposes of the corporation.
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Section 5-15. Board of directors and Chief Executive
Officer of the corporation.

(a) The affairs of the corporation shall be managed by or
under the direction of the board of directors of the
corporation.

(b) The board shall comprise 16 directors as follows:

(1) The Governor or his or designee shall be a director
ex officio and serve as chairperson of the board.
(2) The Governor shall appoint 11 directors, including

(i) one director with professional experience in finance,

insurance, or investment banking, (ii) one director with

professional experience 1in small business development,

(iii) one director with professional experience in the

tourism or hospitality industry, and (iv) eight directors

who are actively employed in the private, for-profit sector
or who otherwise have substantial experience in economic
development. Of those eight directors described in clause

(iv), there shall be at least one director from each

industry cluster as identified to the Governor by the

Director. Of the 11 directors appointed pursuant to this

paragraph, at least 6 directors shall be representatives of

minority-owned and women-owned businesses.
(3) The Speaker and Minority Leader of the House of

Representatives and the President and Minority Leader of

the Senate each shall appoint one director who is employed
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in, or retired from employment in, a private business,

not-for-profit organization, or academic organization.

(c) To facilitate communication and cooperation between
the corporation and State agencies involved 1in economic
development, the director or head of each of the following
agencies shall serve as a non-voting, non-director member of
the board: Department of Commerce and Economic Opportunity,
Department of Agriculture, Department of Natural Resources,
Department of Financial and Professional Regulation, Illinois
Finance Authority, Department of Revenue, Department of Labor,
Department of Veterans' Affairs, Department of Central
Management Services, Illinois Environmental Protection Agency,
and Department of Employment Security.

(d) Except for the Governor or his or her designee, each
director shall serve a term of three years. The articles of
incorporation or bylaws shall divide the other 15 directors
into three equal classes, with the terms of one class of
directors expiring each year. In the event of a vacancy on the
Board, the Governor shall appoint a replacement member within
60 days. In the event of a position appointed by a legislative
leader, the leader making the original appointment shall fill
the vacancy within 60 days.

(e) The Governor shall select an initial Chief Executive
Officer of the corporation, subject to confirmation by a
majority of members of the board. After the initial Chief

Executive Officer, each subsequent Chief Executive Officer



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

HB4300 -8 - LRB099 14379 HLH 38474 b

shall be selected and confirmed by a majority wvote of the
Board.

(f) The members of the board are prohibited from making any
contributions to any political committee established to

support the Governor or any candidate for Governor.

Section 5-20. Office of Economic Development and Tourism.
Within the Department, there shall be created a new division
called the Office of Economic Development and Tourism for the
purpose of collaborating with the corporation, issuing grants
and transferring funds to the corporation, subject to
appropriation, and being responsible for the following
functions of the Department: business development;
entrepreneurship, innovation, and technology; trade and
investment; and tourism and film. The director of that office

shall report directly to the Director.

Section 5-25. Accountability and transparency.

(a) Within the Office of the Director there is created a
new division called the Office of Accountability and
Transparency. Such division shall be responsible for
monitoring all grants made by the Department; for ensuring
compliance by the Department and its grantees, including the
corporation, with all applicable laws and grant terms and
conditions; and for ensuring transparency in the Department's

grant-making and other activities.
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(b) With respect to any grant agreement entered into

between the corporation and the Department, the corporation

shall comply with the following provisions:

(1) For the purposes of the Freedom of Information Act,
the corporation shall Dbe considered a contractor
performing a governmental function on behalf of the
Department in accordance with subsection (2) of Section 7
of such Act, whether the corporation receives a grant from
or enters into a contract with the Department.

(2) The corporation shall post copies of minutes of its
board meetings on 1its publicly-accessible website. Any
redactions shall be limited to information exempt from
disclosure pursuant to subsection (1) of Section 7 of the
Freedom of Information Act or other applicable law.

(3) The corporation shall post copies of all final
grant agreements and tax incentives on its
publicly-accessible website within 10 business days of the
later of the execution of the final agreement or incentive
or the public announcement of the final agreement or
incentive. Any redactions shall be limited to information
exempt from disclosure pursuant to subsection (1) of
Section 7 of the Freedom of Information Act or other
applicable law.

(4) The corporation shall develop procedures,
standards, and objectives for evaluating all sub-grant

applicants and sub-grants awarded to ensure that State
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funds spent by the corporation and its sub-grantees
optimize return on investment for Illinois taxpayers. Such
procedures, standards, and objectives shall be disclosed
on the corporation's publicly-accessible website.

(5) The corporation shall assess and report its efforts
and results to the public and the Department's Office of
Accountability and Transparency. In addition, the
corporation shall comply with all grant monitoring
procedures issued by the Department for the monitoring of
grants of State and federal funds.

(6) The corporation shall conduct an annual audit
performed by a certified public accountant in accordance
with generally accepted accounting principles. Such audit
shall be filed with the Department's Office of
Accountability and Transparency and made available to the
public.

(7) The corporation shall be subject to bi-annual
audits by the Auditor General.

(8) The corporation shall submit an annual report by
March 31 of each year to the Governor, the General
Assembly, and the Department's Office of Accountability
and Transparency that describes the corporation's
operations and activities during the prior fiscal year,
including: (A) the corporation's complete, audited
financial statements, including a description of the

corporation's financial conditions and operations and a
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detailed account of how private funds were utilized versus
public funds; (B) a listing of all public sources of funds
received by the corporation; (C) a listing of all private
sources of funds received by the corporation; (D) a listing
of all firms and individuals who provided assistance or
resources to the corporation without  compensation,
including the approximate value of the assistance or
resources provided; (E) a description of how the operations
and activities of the corporation serve the interests of
the State and promote economic development; (F) an analysis
of the State's return on investment; and (G) a listing of
all conflicts of interest from directors, officers, and
employees identified in the board meeting minutes.

(9) The corporation shall comply with all applicable
State and federal laws, including all applicable terms of
the Grant Accountability and Transparency Act. For
purposes of the Illinois Grant Funds Recovery Act, all
sub-grants of grant funds made by the corporation shall be
treated as grant funds in accordance with Section 12 of

that Act.

Section 5-30. Conflicts of interest.

(a) In the conduct of their service to the corporation,

directors, officers, and employees of the corporation shall
behave ethically and in the best interests of the State and

avoid actual and potential conflicts of interest.
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(b) The corporation shall adopt and maintain a

comprehensive conflicts of interest policy. Such policy shall

include, without limitation, the following:

(1) Any pecuniary interest held by or for a conflict
party in a grant from or contract with the corporation or a
tax incentive from the Department shall be disclosed in
writing and identified in the minutes of the board. Such
conflict must be disclosed before the approval of any
grant, contract, or incentive.

(2) A conflict party who holds a pecuniary interest in
a grant from or contract with the corporation or a tax
incentive from the Department, or for whom such an interest
is held, shall not participate in any corporate action,
including deliberations on such action, with respect to
such grant, contract, or incentive.

(3) A conflict party may not acquire a pecuniary
interest in a grant from or contract with the corporation
or a tax incentive from the Department during the time that
the conflict party (or the spouse or immediate family
member of the conflict party) serves as a director,
officer, or employee of the corporation and for one year
after termination of such service.

(4) The corporation shall not enter into any grant or
contract with any entity in which a conflict party is
entitled to receive more than 7.5%, or in which a conflict

party together with his or her spouse and immediate family
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members residing in his or her residence are entitled to
receive more than 15%, of the total distributable income of
the entity. For purposes of this paragraph (4),
"distributable income" means the income of a company after
payment of all expenses, including employee salary and
bonus, and retained earnings, which is distributed to those
entitled to receive a share of the income. In the case of a
for-profit corporation, "distributable" income means
dividends. When calculating entitlement to distributable
income the entitlement shall be determined at the end of
the company's most recent fiscal year.

(5) The board of directors shall determine appropriate

penalties for any violations of these provisions.

Section 5-33. Prohibition on political contributions. Any
business entity whose cumulative pending applications for
grants or tax incentives or previously approved grants or tax
incentives in the aggregate value more than $50,000, and any
affiliated entities or affiliated persons of such business
entity, are prohibited from making any contributions to any
political committees established to support the Governor or any

candidate for Governor.

Section 5-35. Fundraising. The corporation shall raise and
accept funds from private donors to support its economic

development efforts and other operations.
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Section 5-40. Repeal. This Act is repealed 3 years after

the effective date of this Act.

(20 ILCS 605/605-300 rep.)
Section 5-90. The Department of Commerce and Economic
Opportunity Law of the Civil Administrative Code of Illinois is

amended by repealing Section 605-300.

ARTICLE 10. HEALTH INSURANCE CLAIMS ASSESSMENT ACT

Section 10-1. Short title. This Act may be cited as the
Health Insurance Claims Assessment Act. References in this

Article to "this Act" mean this Article.

Section 10-5. Definitions. As used in this Act:
"Carrier" or "insurer" means:

(1) a company authorized to do business in this State
or accredited by this State to issue policies of health or
dental insurance, including but not limited to,
self-insured plans, group health plans (as defined in
Section 607 (1) of the Employee Retirement Income Security
Act of 1974), service Dbenefit plans, managed care
organizations, pharmacy benefit managers, or other parties
that are Dby statute, contract, or agreement legally

responsible for payment of a claim for a health care item
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or service;

(2) a group health plan sponsor, including, but not
limited to, one or more of the following:

(A) an employer 1if a group health plan is
established or maintained by a single employer;

(B) an employee organization if a plan 1is
established or maintained by an employee organization;
and

(C) the association, committee, Jjoint board of
trustees, or other similar group of representatives of
the parties that establish or maintain a plan if the
plan 1is established or maintained by 2 or more
employers or jointly by one or more employers and one
or more employee organizations.

"Claims-related expenses" means all of the following:

(1) cost containment expenses, including, but not
limited to, payments for utilization review, care or case
management, disease management, medication review
management, risk assessment, and similar administrative
services intended to reduce the claims paid for health and
medical services rendered to covered individuals Dby
attempting to ensure that needed services are delivered in
the most efficacious manner possible or by helping those
covered individuals maintain or improve their health;

(2) payments that are made to or by an organized group

of health and medical service providers in accordance with
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managed care risk arrangements or network access

agreements, which payments are unrelated to the provision

of services to specific covered individuals; and
(3) general administrative expenses.

"Department" means the Department of Revenue.

"Excess loss" or "stop-loss" means coverage issued by a
carrier that ©provides insurance protection against the
accumulation of total claims exceeding a stated level for a
group as a whole or protection against a high-dollar claim on
any one individual.

"Federal employee health Dbenefit program" means the
program of health benefits plans, as defined in 5 U.S.C. 8901,
available to federal employees under 5 U.S.C. 8901 to 8914.

"Group health plan" means an employee welfare benefit plan
as defined in Section 3(1) of Subtitle A of Title I of the
Fmployee Retirement Income Security Act of 1974, to the extent
that the plan provides medical care, including items and
services paid for as medical care to employees or their
dependents as defined under the terms of the plan directly or
through insurance, reimbursement, or otherwise.

"Group insurance coverage" means a form of voluntary health
and medical services insurance that covers members, with or
without their eligible dependents, and that is written under a
master policy.

"Health and medical services" means:

(1) services included in furnishing medical care,
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dental care, pharmaceutical benefits, or hospitalization,
including, but not limited to, services provided in a
hospital or other medical facility;

(2) ancillary services, including, but not limited to,
ambulatory services and emergency and nonemergency
transportation;

(3) services ©provided by a physician or other
practitioner, including, but not limited to, health
professionals, other than veterinarians, marriage and
family therapists, athletic trainers, massage therapists,
and licensed professional counselors; and

(4) Dbehavioral health services, including, Dbut not
limited to, mental health and substance abuse services.
"Paid claims" means actual payments, net of recoveries,

made to a health and medical services provider or reimbursed to
an individual by a carrier, third-party administrator, or
excess loss or stop-loss carrier. "Paid claims" include
payments, net of recoveries, made under a service contract for
administrative services only, for health and medical services
provided under group health plans, any claims for service in
this State by a pharmacy benefits manager, and individual,
nongroup, and group insurance coverage to residents of this
State in this State that affect the rights of an insured in
this State and bear a reasonable relation to this State,
regardless of whether the coverage is delivered, renewed, or

issued for delivery 1in this State. If a carrier or a
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third-party administrator is contractually entitled to
withhold a certain amount from payments due to providers of
health and medical services in order to help ensure that the
providers can fulfill any financial obligations they may have
under a managed care risk arrangement, the full amounts due the
providers before that amount is withheld shall be included in
"paid claims". The term "paid claims" includes claims or
payments made under any federally-approved waiver or
initiative to integrate Medicare and Medicaid funding for dual
eligibles under the federal Patient Protection and Affordable
Care Act or the federal Healthcare and Education Reconciliation
Act of 2010. The term "paid claims" does not include any of the
following:

(1) Claims-related expenses.

(2) Payments made to a qualifying provider under an
incentive compensation arrangement if the payments are not
reflected in the ©processing of claims submitted for
services rendered to specific covered individuals.

(3) Claims paid by carriers or third-party
administrators for specified accident, accident-only
coverage, credit, disability income, long-term care,
health-related claims under automobile insurance,
homeowners insurance, farm owners, commercial multi-peril,
and worker's compensation, or claims paid under coverage
issued as a supplement to liability insurance.

(4) Claims paid for services rendered to a nonresident
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of this State.

(5) The proportionate share of claims paid for services
rendered to a person covered under a health benefit plan
for federal employees.

(6) Claims paid for services rendered outside of this
State to a person who is a resident of this State.

(7) Claims paid under a federal employee health benefit
program, Medicare, Medicare Advantage, Medicare Part D,
Tricare, by the United States Veterans Administration, and
for high-risk pools established pursuant to the federal
Patient Protection and Affordable Care Act or the federal
Healthcare and Education Reconciliation Act of 2010.

(8) Reimbursements to individuals under a flexible
spending arrangement, as that term is defined in Section
106 (c) (2) of the Internal Revenue Code; a health savings
account, as that term is defined in Section 223 of the
Internal Revenue Code; an Archer medical savings account as
defined in Section 220 of the Internal Revenue Code; a
Medicare Advantage medical savings account, as that term is
defined in Section 138 of the Internal Revenue Code; or
other similar health reimbursement arrangement authorized
under federal law.

(9) Health and medical services costs paid by an
individual for cost-sharing requirements, including
deductibles, coinsurance, or copays.

"Third-party administrator™ means an entity that processes
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claims under a service contract and that may also provide one

or more other administrative services under a service contract.

Section 10-10. Assessment; levy; limitation; adjustment;
credit; notice; carrying forward unused credit; refund.

(a) For dates of service beginning on or after January 1,
2016, there is levied upon and there shall be collected from
every carrier and third-party administrator an assessment of 1%
on that carrier's or third-party administrator's paid claims.

(b) All of the following apply to a group health plan that
uses the services of a third-party administrator or excess loss
or stop-loss insurer:

(1) A group health plan sponsor is not responsible for
an assessment under this Section for a paid claim if the
assessment on that claim has been paid by a third-party
administrator or excess loss or stop-loss insurer.

(2) Except as otherwise provided in paragraph (4), the
third-party administrator is responsible for all
assessments on paid claims paid by the third-party
administrator.

(3) Except as otherwise provided in paragraph (4), the
excess loss or stop-loss insurer 1is responsible for all
assessments on paid claims paid by the excess loss or
stop-loss insurer.

(4) If there is both a third-party administrator and an

excess loss or stop-loss insurer servicing the group health
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plan, the third-party administrator is responsible for all
assessments for paid claims that are not reimbursed by the
excess loss or stop-loss insurer and the excess loss or
stop-loss insurer 1is responsible for all assessments for
paid claims that are reimbursable to the excess loss or
stop-loss insurer.

(c) The assessment under this Section shall not exceed
$10,000 per insured individual or covered life annually.

(d) To the extent an assessment paid under this Section for
paid claims for a group health plan or individual subscriber is
inaccurate due to subsequent claim adjustments or recoveries,
subsequent filings shall be adjusted to accurately reflect the

correct assessment based on actual claims paid.

Section 10-15. Carrier required to file rates;
methodology. A carrier or third-party administrator shall
develop and implement a methodology by which it will collect
the assessment levied wunder this Act from an individual,
employer, or group health plan, subject to all of the
following:

(1) Any methodology shall be applied uniformly within a
line of business.

(2) Except as provided in paragraph (4), health status
or claims experience of an individual or group shall not be
an element or factor of any methodology to collect the

assessment from that individual or group.
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(3) The amount collected from individuals and groups
with insured coverage shall be determined as a percentage
of premium.

(4) The amount collected from groups with uninsured or
self-funded coverage shall be determined as a percentage of
actual paid claims.

(5) The amount collected shall reflect only the
assessment levied under this Act, and shall not include any
additional amounts, such as related administrative
expenses.

(6) Each carrier shall notify the Department of the
methodology used for the collection of the assessment

levied under this Act.

Section 10-20. Returns.

(a) Every carrier and third-party administrator with paid
claims subject to the assessment under this Act shall file with
the Department on or before April 30, July 30, October 30, and
January 30 of each year a return for the preceding calendar
quarter, in a form prescribed by the Department, showing all
information that the Department considers necessary for the
proper administration of this Act. At the same time, each
carrier and third-party administrator shall pay to the
Department the amount of the assessment imposed under this Act
with respect to the paid claims included in the return. The

Department may require each carrier and third-party
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administrator to file with the Department an annual
reconciliation return.

(b) If a due date falls on a Saturday, Sunday, State
holiday, or legal banking holiday, the returns and assessments
are due on the next succeeding business day.

(c) The Department may require that payment of the
assessment be made by an electronic funds transfer method

approved by the Department.

Section 10-25. Records.

(a) Each carrier or third-party administrator liable for an
assessment under this Act shall keep accurate and complete
records and pertinent documents as required by the Department.
Records required by the Department shall be retained for a
period of 4 years after the assessment imposed under this Act
to which the records apply is due or as otherwise provided by
law.

(b) If the Department considers it necessary, the
Department may require a person, by notice served upon that
person, to make a return, render under oath certain statements,
or keep certain records the Department considers sufficient to
show whether that person is liable for the assessment under
this Act.

(c) If a carrier or third-party administrator fails to file
a return or keep proper records as required under this Section,

or 1f the Department has reason to believe that any records
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kept or returns filed are inaccurate or incomplete and that
additional assessments are due, the Department may assess the
amount of the assessment due from the carrier or third-party
administrator based on information that is available or that
may become available to the Department. An assessment under
this subsection (c) 1is considered prima facie correct under
this Act, and a carrier or third-party administrator has the

burden of proof for refuting the assessment.

Section 10-30. Distribution of receipts; Medicaid
services. All moneys received and collected under this Act
shall be deposited into the Healthcare Provider Relief Fund and
used solely for the purpose of funding Medicaid services
provided under the medical assistance programs administered by

the Department of Healthcare and Family Services.

ARTICLE 15. NEW MARKETS DEVELOPMENT PROGRAM; WATER'S EDGE;

STIPENDS

Section 15-5. The New Markets Development Program Act 1is

amended by adding Section 55 as follows:

(20 ILCS 663/55 new)

Sec. 55. Repealer. This Act is repealed on July 1, 2016.

Section 15-10. The Illinois Income Tax Act is amended by
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changing Sections 203, 304, 901, and 1501 and by adding Section

309 as follows:
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(35 ILCS 5/203) (from Ch. 120, par. 2-203)
Sec. 203. Base income defined.
(a) Individuals.

(1) In general. In the case of an individual, Dbase
income means an amount equal to the taxpayer's adjusted
gross income for the taxable year as modified by paragraph
(2) .

(2) Modifications. The adjusted gross income referred
to in paragraph (1) shall be modified by adding thereto the
sum of the following amounts:

(A) An amount equal to all amounts paid or accrued
to the taxpayer as interest or dividends during the
taxable year to the extent excluded from gross income
in the computation of adjusted gross income, except
stock dividends of qualified public utilities
described in Section 305(e) of the Internal Revenue
Code;

(B) An amount equal to the amount of tax imposed by
this Act to the extent deducted from gross income in
the computation of adjusted gross income for the
taxable year;

(C) An amount equal to the amount received during

the taxable vyear as a recovery or refund of real
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property taxes paid with respect to the taxpayer's
principal residence under the Revenue Act of 1939 and
for which a deduction was previously taken under
subparagraph (L) of this paragraph (2) prior to July 1,
1991, the retrospective application date of Article 4
of Public Act 87-17. In the case of multi-unit or
multi-use structures and farm dwellings, the taxes on
the taxpayer's principal residence shall Dbe that
portion of the total taxes for the entire property
which is attributable to such principal residence;

(D) An amount equal to the amount of the capital
gain deduction allowable under the Internal Revenue
Code, to the extent deducted from gross income in the
computation of adjusted gross income;

(D-5) An amount, to the extent not included in
adjusted gross income, equal to the amount of money
withdrawn by the taxpayer in the taxable year from a
medical care savings account and the interest earned on
the account in the taxable year of a withdrawal
pursuant to subsection (b) of Section 20 of the Medical
Care Savings Account Act or subsection (b) of Section
20 of the Medical Care Savings Account Act of 2000;

(D-10) For taxable years ending after December 31,
1997, an amount equal to any eligible remediation costs
that the individual deducted in computing adjusted

gross income and for which the individual claims a
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credit under subsection (1) of Section 201;

(D-15) For taxable years 2001 and thereafter, an
amount equal to the bonus depreciation deduction taken
on the taxpayer's federal income tax return for the
taxable year under subsection (k) of Section 168 of the

Internal Revenue Code; except that, for taxable vyears

beginning on or after January 1, 2016, for property

acquired by purchase, as defined in subsection (d) of

Section 179 of the Internal Revenue Code, by a small

business, the modification shall be in an amount equal

to the depreciation deduction taken on the taxpavyer's

federal income tax return for property that is

depreciable pursuant to Section 167 of the Internal

Revenue Code; for purposes of this paragraph (D-15),

"small business" means an individual sole proprietor,

corporation, trust, or partnership, including its

affiliates, that is independently owned and operated,

not dominant in its field, and has average gross annual

sales for the taxable vear and the 2 previous taxable

vears of less than $10,000,000;

(D-16) If the taxpayer sells, transfers, abandons,
or otherwise disposes of property for which the
taxpayer was required in any taxable year to make an
addition modification under subparagraph (D-15), then
an amount equal to the aggregate amount of the

deductions taken in all taxable years under
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subparagraph (Z) with respect to that property.

If the taxpayer continues to own property through
the 1last day of the 1last tax year for which the
taxpayer may claim a depreciation deduction for
federal income tax purposes and for which the taxpayer
was allowed in any taxable year to make a subtraction
modification under subparagraph (Z), then an amount
equal to that subtraction modification.

The taxpayer 1s required to make the addition
modification under this subparagraph only once with
respect to any one piece of property;

(D-17) An amount equal to the amount otherwise
allowed as a deduction in computing base income for
interest paid, accrued, or incurred, directly or
indirectly, (i) for taxable years ending on or after
December 31, 2004, to a foreign person who would be a
member of the same unitary business group but for the
fact that foreign person's business activity outside
the United States 1is 80% or more of the foreign
person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily

required to apportion business income under different
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subsections of Section 304. The addition modification
required by this subparagraph shall be reduced to the
extent that dividends were included in base income of
the wunitary group for the same taxable vyear and
received by the taxpayer or by a member of the
taxpayer's unitary business group (including amounts
included in gross income under Sections 951 through 964
of the Internal Revenue Code and amounts included in
gross income under Section 78 of the Internal Revenue
Code) with respect to the stock of the same person to
whom the interest was paid, accrued, or incurred.
This paragraph shall not apply to the following:

(1) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person who
is subject in a foreign country or state, other
than a state which requires mandatory wunitary
reporting, to a tax on or measured by net income
with respect to such interest; or

(ii) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person if
the taxpayer can establish, based on a
preponderance of the evidence, both of the
following:

(a) the person, during the same taxable
year, paid, accrued, or incurred, the interest

to a person that is not a related member, and
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(b) the transaction giving rise to the
interest expense between the taxpayer and the
person did not have as a principal purpose the
avoidance of Illinois income tax, and is paid
pursuant to a contract or agreement that
reflects an arm's-length interest rate and
terms; or
(iii) the taxpayer can establish, based on

clear and convincing evidence, that the interest
paid, accrued, or incurred relates to a contract or
agreement entered into at arm's-length rates and
terms and the principal purpose for the payment is
not federal or Illinois tax avoidance; or

(iv) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person if
the taxpayer establishes by clear and convincing
evidence that the adjustments are unreasonable; or
if the taxpayer and the Director agree in writing
to the application or use of an alternative method
of apportionment under Section 304 (f).

Nothing in this subsection shall preclude the
Director from making any other adjustment
otherwise allowed under Section 404 of this Act for
any tax year beginning after the effective date of
this amendment provided such adjustment is made

pursuant to regulation adopted by the Department
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and such regulations provide methods and standards

by which the Department will utilize its authority

under Section 404 of this Act;

(D-18) An amount equal to the amount of intangible
expenses and costs otherwise allowed as a deduction in
computing base income, and that were paid, accrued, or
incurred, directly or indirectly, (1) for taxable
years ending on or after December 31, 2004, to a
foreign person who would be a member of the same
unitary business group but for the fact that the
foreign person's business activity outside the United
States is 80% or more of that person's total business
activity and (ii) for taxable years ending on or after
December 31, 2008, to a person who would be a member of
the same unitary business group but for the fact that
the person 1s prohibited under Section 1501 (a) (27)
from being included in the unitary business group
because he or she is ordinarily required to apportion
business income under different subsections of Section
304. The addition modification required by this
subparagraph shall be reduced to the extent that
dividends were included in base income of the unitary
group for the same taxable year and received by the
taxpayer or by a member of the taxpayer's unitary
business group (including amounts included in gross

income under Sections 951 through 964 of the Internal
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Revenue Code and amounts included in gross income under
Section 78 of the Internal Revenue Code) with respect
to the stock of the same person to whom the intangible
expenses and costs were directly or indirectly paid,
incurred, or accrued. The preceding sentence does not
apply to the extent that the same dividends caused a
reduction to the addition modification required under
Section 203 (a) (2) (D-17) of this Act. As used 1in this
subparagraph, the term "intangible expenses and costs"
includes (1) expenses, losses, and costs for, or
related to, the direct or indirect acquisition, use,
maintenance or management, ownership, sale, exchange,
or any other disposition of intangible property; (2)
losses incurred, directly or indirectly, from
factoring transactions or discounting transactions;
(3) royalty, patent, technical, and copyright fees;
(4) licensing fees; and (5) other similar expenses and
costs. For purposes of this subparagraph, "intangible
property" includes patents, patent applications, trade
names, trademarks, service marks, copyrights, mask
works, trade secrets, and similar types of intangible
assets.
This paragraph shall not apply to the following:
(i) any item of intangible expenses or costs
paid, accrued, or incurred, directly or

indirectly, from a transaction with a person who is
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subject in a foreign country or state, other than a
state which requires mandatory unitary reporting,
to a tax on or measured by net income with respect
to such item; or

(ii) any item of intangible expense or cost
paid, accrued, or incurred, directly or
indirectly, 1if the taxpayer can establish, based
on a preponderance of the evidence, both of the
following:

(a) the person during the same taxable
year paid, accrued, or incurred, the
intangible expense or cost to a person that is
not a related member, and

(b) the transaction giving rise to the
intangible expense or cost between the
taxpayer and the person did not have as a
principal purpose the avoidance of Illinois
income tax, and is paid pursuant to a contract
or agreement that reflects arm's-length terms;
or
(iii) any item of intangible expense or cost

paid, accrued, or incurred, directly or
indirectly, from a transaction with a person if the
taxpayer establishes by clear and convincing
evidence, that the adjustments are unreasonable;

or 1f the taxpayer and the Director agree in
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writing to the application or use of an alternative
method of apportionment under Section 304 (f);
Nothing in this subsection shall preclude the

Director from making any other adjustment
otherwise allowed under Section 404 of this Act for
any tax year beginning after the effective date of
this amendment provided such adjustment is made
pursuant to regulation adopted by the Department
and such regulations provide methods and standards
by which the Department will utilize its authority
under Section 404 of this Act;

(D-19) For taxable vyears ending on or after
December 31, 2008, an amount equal to the amount of
insurance premium expenses and costs otherwise allowed
as a deduction in computing base income, and that were
paid, accrued, or incurred, directly or indirectly, to
a person who would be a member of the same unitary
business group but for the fact that the person is
prohibited under Section 1501 (a) (27) from Dbeing
included in the unitary business group because he or
she 1s ordinarily required to apportion business
income under different subsections of Section 304. The
addition modification required by this subparagraph
shall be reduced to the extent that dividends were
included in base income of the unitary group for the

same taxable year and received by the taxpayer or by a



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300

- 35 - LRB099 14379 HLH 38474 b

member of the taxpayer's unitary business group
(including amounts included in gross income under
Sections 951 through 964 of the Internal Revenue Code
and amounts included in gross income under Section 78
of the Internal Revenue Code) with respect to the stock
of the same person to whom the premiums and costs were
directly or indirectly paid, incurred, or accrued. The
preceding sentence does not apply to the extent that
the same dividends caused a reduction to the addition
modification required under Section 203 (a) (2) (D-17) or
Section 203 (a) (2) (D-18) of this Act.

(D-20) For taxable vyears beginning on or after
January 1, 2002 and ending on or before December 31,
2006, 1in the case of a distribution from a qualified
tuition program under Section 529 of the 1Internal
Revenue Code, other than (i) a distribution from a
College Savings Pool created under Section 16.5 of the
State Treasurer Act or (ii) a distribution from the
Illinois Prepaid Tuition Trust Fund, an amount equal to
the amount excluded from gross income under Section
529 (c) (3) (B). For taxable years beginning on or after
January 1, 2007, in the case of a distribution from a
qualified tuition program under Section 529 of the
Internal Revenue Code, other than (i) a distribution
from a College Savings Pool created under Section 16.5

of the State Treasurer Act, (ii) a distribution from
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the Illinois Prepaid Tuition Trust Fund, or (iii) a
distribution from a gqualified tuition program under
Section 529 of the Internal Revenue Code that (I)
adopts and determines that its offering materials
comply with the College Savings Plans Network's
disclosure principles and (II) has made reasonable
efforts to inform in-state residents of the existence
of in-state qualified tuition programs by informing
Illinois residents directly and, where applicable, to
inform financial intermediaries distributing the
program to inform in-state residents of the existence
of 1in-state qualified tuition programs at least
annually, an amount equal to the amount excluded from
gross income under Section 529 (c) (3) (B).

For the purposes of this subparagraph (D-20), a
qualified tuition program has made reasonable efforts
if it makes disclosures (which may wuse the term
"in-state program" or "in-state plan" and need not
specifically refer to Illinois or its qualified
programs by name) (1) directly to ©prospective
participants 1in 1its offering materials or makes a
public disclosure, such as a website posting; and (ii)
where applicable, to intermediaries selling the
out-of-state program in the same manner that the
out-of-state program distributes its offering

materials;
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(D-21) For taxable vyears beginning on or after
January 1, 2007, in the case of transfer of moneys from
a qualified tuition program under Section 529 of the
Internal Revenue Code that is administered by the State
to an out-of-state program, an amount equal to the
amount of moneys previously deducted from base income
under subsection (a) (2) (Y) of this Section;

(D-22) For taxable years beginning on or after
January 1, 2009, in the <case of a nonqualified
withdrawal or refund of moneys from a qualified tuition
program under Section 529 of the Internal Revenue Code
administered by the State that 1is not wused for
qualified expenses at an eligible education
institution, an amount equal to the contribution
component of the nonqualified withdrawal or refund
that was previously deducted from base income under
subsection (a) (2) (y) of this Section, provided that
the withdrawal or refund did not result from the
beneficiary's death or disability;

(D-23) An amount equal to the credit allowable to
the taxpayer under Section 218(a) of this Act,
determined without regard to Section 218 (c) of this
Act;

(D-24) For taxable vyears ending on or after

December 31, 2015, an amount equal to the deduction

allowed under Section 199 of the Internal Revenue Code
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for the taxable vear;

and by deducting from the total so obtained the sum of the

following amounts:
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(E) For taxable years ending before December 31,
2001, any amount included in such total in respect of
any compensation (including but not limited to any
compensation paid or accrued to a serviceman while a
prisoner of war or missing in action) paid to a
resident by reason of being on active duty in the Armed
Forces of the United States and in respect of any
compensation paid or accrued to a resident who as a
governmental employee was a prisoner of war or missing
in action, and in respect of any compensation paid to a
resident in 1971 or thereafter for annual training
performed pursuant to Sections 502 and 503, Title 32,
United States Code as a member of the Illinois National
Guard or, beginning with taxable years ending on or
after December 31, 2007, the National Guard of any
other state. For taxable vyears ending on or after
December 31, 2001, any amount included in such total in
respect of any compensation (including but not limited
to any compensation paid or accrued to a serviceman
while a prisoner of war or missing in action) paid to a
resident by reason of being a member of any component
of the Armed Forces of the United States and in respect

of any compensation paid or accrued to a resident who
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as a governmental employee was a prisoner of war or
missing in action, and in respect of any compensation
paid to a resident in 2001 or thereafter by reason of
being a member of the Illinois National Guard or,
beginning with taxable vyears ending on or after
December 31, 2007, the National Guard of any other
state. The provisions of this subparagraph (E) are
exempt from the provisions of Section 250;

(F) An amount equal to all amounts included in such
total pursuant to the provisions of Sections 402 (a),
402 (c), 403(a), 403(b), 406(a), 407(a), and 408 of the
Internal Revenue Code, or included in such total as
distributions under the provisions of any retirement
or disability plan for employees of any governmental
agency or unit, or retirement payments to retired
partners, which payments are excluded in computing net
earnings from self employment by Section 1402 of the
Internal Revenue Code and regulations adopted pursuant
thereto;

(G) The valuation limitation amount;

(H) An amount equal to the amount of any tax
imposed by this Act which was refunded to the taxpayer
and included in such total for the taxable year;

(I) An amount equal to all amounts included in such
total pursuant to the provisions of Section 111 of the

Internal Revenue Code as a recovery of items previously
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deducted from adjusted gross income in the computation
of taxable income;

(J) An amount equal to those dividends included in
such total which were paid by a corporation which
conducts business operations in a River Edge
Redevelopment Zone or zones created under the River
Edge Redevelopment Zone Act, and conducts
substantially all of its operations in a River Edge
Redevelopment Zone or zones. This subparagraph (J) 1is
exempt from the provisions of Section 250;

(K) An amount equal to those dividends included in
such total that were paid by a corporation that
conducts business operations in a federally designated
Foreign Trade Zone or Sub-Zone and that is designated a
High Impact Business located in 1Illinois; provided
that dividends eligible for the deduction provided in
subparagraph (J) of paragraph (2) of this subsection
shall not be eligible for the deduction provided under
this subparagraph (K);

(L) For taxable years ending after December 31,
1983, an amount equal to all social security benefits
and railroad retirement benefits included in such
total pursuant to Sections 72 (r) and 86 of the Internal
Revenue Code;

(M) With the exception of any amounts subtracted

under subparagraph (N), an amount equal to the sum of
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all amounts disallowed as deductions by (i) Sections
171 (a) (2), and 265(2) of the Internal Revenue Code,
and all amounts of expenses allocable to interest and
disallowed as deductions by Section 265(1) of the
Internal Revenue Code; and (ii) for taxable years
ending on or after August 13, 1999, Sections 171 (a) (2),
265, 280C, and 832 (b) (5) (B) (1) of the Internal Revenue
Code, plus, for taxable years ending on or after
December 31, 2011, Section 45G(e) (3) of the Internal
Revenue Code and, for taxable years ending on or after
December 31, 2008, any amount included in gross income
under Section 87 of the Internal Revenue Code; the
provisions of this subparagraph are exempt from the
provisions of Section 250;

(N) An amount equal to all amounts included in such
total which are exempt from taxation by this State
either by reason of its statutes or Constitution or by
reason of the Constitution, treaties or statutes of the
United States; provided that, 1in the case of any
statute of this State that exempts income derived from
bonds or other obligations from the tax imposed under
this Act, the amount exempted shall be the interest net
of bond premium amortization;

(O) An amount equal to any contribution made to a
job training project established pursuant to the Tax

Increment Allocation Redevelopment Act;
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(P) An amount equal to the amount of the deduction
used to compute the federal income tax credit for
restoration of substantial amounts held under claim of
right for the taxable year pursuant to Section 1341 of
the Internal Revenue Code or of any itemized deduction
taken from adjusted gross income in the computation of
taxable income for restoration of substantial amounts
held under claim of right for the taxable year;

(Q) An amount equal to any amounts included in such
total, received by the taxpayer as an acceleration in
the payment of life, endowment or annuity benefits in
advance of the time they would otherwise be payable as
an indemnity for a terminal illness;

(R) An amount equal to the amount of any federal or
State bonus paid to veterans of the Persian Gulf War;

(S) An amount, to the extent included in adjusted
gross income, equal to the amount of a contribution
made in the taxable year on behalf of the taxpayer to a
medical care savings account established under the
Medical Care Savings Account Act or the Medical Care
Savings Account Act of 2000 to the extent the
contribution is accepted by the account administrator
as provided in that Act;

(T) An amount, to the extent included in adjusted
gross income, equal to the amount of interest earned in

the taxable year on a medical care savings account
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established under the Medical Care Savings Account Act
or the Medical Care Savings Account Act of 2000 on
behalf of the taxpayer, other than interest added
pursuant to item (D-5) of this paragraph (2);

(U) For one taxable year beginning on or after
January 1, 1994, an amount equal to the total amount of
tax imposed and paid under subsections (a) and (b) of
Section 201 of this Act on grant amounts received by
the taxpayer under the Nursing Home Grant Assistance
Act during the taxpayer's taxable years 1992 and 1993;

(V) Beginning with tax years ending on or after
December 31, 1995 and ending with tax years ending on
or before December 31, 2004, an amount equal to the
amount paid by a taxpayer who 1is a self-employed
taxpayer, a partner of a partnership, or a shareholder
in a Subchapter S corporation for health insurance or
long-term care insurance for that taxpayer or that
taxpayer's spouse or dependents, to the extent that the
amount paid for that health insurance or long-term care
insurance may be deducted under Section 213 of the
Internal Revenue Code, has not been deducted on the
federal income tax return of the taxpayer, and does not
exceed the taxable 1income attributable to that
taxpayer's income, self-employment income, or
Subchapter S corporation income; except that no

deduction shall be allowed under this item (V) 1if the
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taxpayer 1s eligible to participate in any health
insurance or long-term care insurance plan of an
employer of the taxpayer or the taxpayer's spouse. The
amount of the health insurance and long-term care
insurance subtracted under this item (V) shall be
determined by multiplying total health insurance and
long-term care insurance premiums paid by the taxpayer
times a number that represents the fractional
percentage of eligible medical expenses under Section
213 of the Internal Revenue Code of 1986 not actually
deducted on the taxpayer's federal income tax return;

(W) For taxable years beginning on or after January
1, 1998, all amounts included in the taxpayer's federal
gross income in the taxable year from amounts converted
from a regular IRA to a Roth IRA. This paragraph is
exempt from the provisions of Section 250;

(X) For taxable year 1999 and thereafter, an amount
equal to the amount of any (i) distributions, to the
extent includible in gross income for federal income
tax purposes, made to the taxpayer because of his or
her status as a victim of persecution for racial or
religious reasons by Nazi Germany or any other Axis
regime or as an heir of the wvictim and (ii) items of
income, to the extent includible in gross income for
federal income tax purposes, attributable to, derived

from or in any way related to assets stolen from,
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hidden from, or otherwise 1lost to a victim of
persecution for racial or religious reasons by Nazi
Germany or any other Axis regime immediately prior to,
during, and immediately after World War II, including,
but not limited to, interest on the proceeds receivable
as 1insurance under policies issued to a victim of
persecution for racial or religious reasons by Nazi
Germany or any other Axis regime by European insurance
companies immediately prior to and during World War II;
provided, however, this subtraction from federal
adjusted gross income does not apply to assets acquired
with such assets or with the proceeds from the sale of
such assets; provided, further, this paragraph shall
only apply to a taxpayer who was the first recipient of
such assets after their recovery and who is a victim of
persecution for racial or religious reasons by Nazi
Germany or any other Axis regime or as an heir of the
victim. The amount of and the eligibility for any
public assistance, benefit, or similar entitlement is
not affected by the inclusion of items (i) and (ii) of
this paragraph in gross income for federal income tax
purposes. This paragraph is exempt from the provisions
of Section 250;

(Y) For taxable years beginning on or after January
1, 2002 and ending on or before December 31, 2004,

moneys contributed in the taxable year to a College
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Savings Pool account under Section 16.5 of the State
Treasurer Act, except that amounts excluded from gross
income under Section 529(c) (3) (C) (1) of the Internal
Revenue Code shall not be considered moneys
contributed under this subparagraph (Y). For taxable
years beginning on or after January 1, 2005, a maximum
of $10,000 contributed in the taxable year to (i) a
College Savings Pool account under Section 16.5 of the
State Treasurer Act or (ii) the TIllinois Prepaid
Tuition Trust Fund, except that amounts excluded from
gross 1income under Section 529(c) (3) (C) (i) of the
Internal Revenue Code shall not be considered moneys
contributed under this subparagraph (Y). For purposes
of this subparagraph, contributions made by an
employer on behalf of an employee, or matching
contributions made by an employee, shall be treated as
made by the employee. This subparagraph (Y) is exempt
from the provisions of Section 250;

(Z) For taxable years 2001 and thereafter, for the
taxable year in which the bonus depreciation deduction
is taken on the taxpayer's federal income tax return
under subsection (k) of Section 168 of the Internal
Revenue Code and for each applicable taxable vyear
thereafter, an amount equal to "x", where:

(1) "y" equals the amount of the depreciation

deduction taken for the taxable year on the
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taxpayer's federal income tax return on property
for which the bonus depreciation deduction was
taken in any year under subsection (k) of Section
168 of the Internal Revenue Code, but not including
the bonus depreciation deduction;

(2) for taxable years ending on or before
December 31, 2005, "x" equals "y" multiplied by 30
and then divided by 70 (or "y" multiplied by
0.429); amd

(3) for taxable years ending after December
31, 2005:

(1) for property on which a Dbonus
depreciation deduction of 30% of the adjusted
basis was taken, "x" equals "y" multiplied by
30 and then divided by 70 (or "y" multiplied by
0.429); and

(ii) for property on which a Dbonus
depreciation deduction of 50% of the adjusted
basis was taken, "x" equals "y" multiplied by
1.0; and =

(4) for taxable vyears beginning on and after

January 1, 2016, in the case of a small business,

for property acguired by purchase as defined in

subsection (d) of Section 179 of the Internal

Revenue Code, "x" equals the basis of the property

used to compute the depreciation deduction for
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federal income tax purposes; for purposes of this

paragraph (Z) (4), "small business" means an

individual sole proprietor, corporation, trust, or

partnership, including its affiliates, that is

independently owned and operated, not dominant in

its field, and has average gross annual sales for

the taxable year and the 2 previous taxable vyears

of less than $10,000,000.

The aggregate amount deducted under this
subparagraph in all taxable years for any one piece of
property may not exceed the amount of the bonus
depreciation deduction taken on that property on the
taxpayer's federal income tax return under subsection
(k) of Section 168 of the Internal Revenue Code. This
subparagraph (Z) 1is exempt from the provisions of
Section 250;

(AA) If the taxpayer sells, transfers, abandons,
or otherwise disposes of property for which the
taxpayer was required in any taxable year to make an
addition modification under subparagraph (D-15), then
an amount equal to that addition modification.

If the taxpayer continues to own property through
the last day of the 1last tax year for which the
taxpayer may claim a depreciation deduction for
federal income tax purposes and for which the taxpayer

was required in any taxable year to make an addition
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modification under subparagraph (D-15), then an amount
equal to that addition modification.

The taxpayer is allowed to take the deduction under
this subparagraph only once with respect to any one
piece of property.

This subparagraph (AA) is exempt from the
provisions of Section 250;

(BB) Any amount included in adjusted gross income,
other than salary, received by a driver 1in a
ridesharing arrangement using a motor vehicle;

(CC) The amount of (i) any interest income (net of
the deductions allocable thereto) taken into account
for the taxable year with respect to a transaction with
a taxpayer that 1is required to make an addition
modification with respect to such transaction under
Section 203 (a) (2) (D-17), 203 (b) (2) (E-12),
203 (c) (2) (G=12), or 203(d) (2) (D=7), but not to exceed
the amount of that addition modification, and (ii) any
income from intangible property (net of the deductions
allocable thereto) taken into account for the taxable
year with respect to a transaction with a taxpayer that
is required to make an addition modification with
respect to such transaction under Section
203 (a) (2) (D-18), 203(b) (2) (E-13), 203(c) (2) (G-13), or
203 (d) (2) (D-8), but not to exceed the amount of that

addition modification. This subparagraph (CC) is
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exempt from the provisions of Section 250;

(DD) An amount equal to the interest income taken
into account for the taxable vyear (net of the
deductions allocable thereto) with respect to
transactions with (i) a foreign person who would be a
member of the taxpayer's unitary business group but for
the fact that the foreign person's business activity
outside the United States 1is 80% or more of that
person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily
required to apportion business income under different
subsections of Section 304, but not to exceed the
addition modification required to be made for the same
taxable year under Section 203 (a) (2) (D-17) for
interest paid, accrued, or incurred, directly or
indirectly, to the same person. This subparagraph (DD)
is exempt from the provisions of Section 250;

(EE) An amount equal to the income from intangible
property taken into account for the taxable year (net
of the deductions allocable thereto) with respect to
transactions with (i) a foreign person who would be a

member of the taxpayer's unitary business group but for



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300

- 51 - LRB099 14379 HLH 38474 b

the fact that the foreign person's business activity
outside the United States 1is 80% or more of that
person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily
required to apportion business income under different
subsections of Section 304, but not to exceed the
addition modification required to be made for the same
taxable year under Section 203 (a) (2) (D-18) for
intangible expenses and costs paid, accrued, or
incurred, directly or indirectly, to the same foreign
person. This subparagraph (EE) 1is exempt from the
provisions of Section 250;

(FF) An amount equal to any amount awarded to the
taxpayer during the taxable year by the Court of Claims
under subsection (c) of Section 8 of the Court of
Claims Act for time unjustly served in a State prison.
This subparagraph (FF) is exempt from the provisions of
Section 250; and

(GG) For taxable years ending on or after December
31, 2011, in the case of a taxpayer who was required to
add back any insurance premiums under Section

203 (a) (2) (D-19), such taxpayer may elect to subtract
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that part of a reimbursement received from the
insurance company equal to the amount of the expense or
loss (including expenses incurred by the insurance
company) that would have been taken into account as a
deduction for federal income tax purposes 1f the
expense or loss had been uninsured. If a taxpayer makes
the election provided for by this subparagraph (GG),
the insurer to which the premiums were paid must add
back to income the amount subtracted by the taxpayer
pursuant to this subparagraph (GG). This subparagraph

(GG) is exempt from the provisions of Section 250.

(b) Corporations.

(1) In general. In the case of a corporation, base
income means an amount equal to the taxpayer's taxable
income for the taxable year as modified by paragraph (2).

(2) Modifications. The taxable income referred to in
paragraph (1) shall be modified by adding thereto the sum
of the following amounts:

(A) An amount equal to all amounts paid or accrued
to the taxpayer as interest and all distributions
received from regulated investment companies during
the taxable year to the extent excluded from gross
income in the computation of taxable income;

(B) An amount equal to the amount of tax imposed by

this Act to the extent deducted from gross income in
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the computation of taxable income for the taxable year;

(C) In the case of a regulated investment company,
an amount equal to the excess of (i) the net long-term
capital gain for the taxable year, over (ii) the amount
of the capital gain dividends designated as such in
accordance with Section 852 (b) (3) (C) of the Internal
Revenue Code and any amount designated under Section
852 (b) (3) (D) of the Internal Revenue Code,
attributable to the taxable year (this amendatory Act
of 1995 (Public Act 89-89) is declarative of existing
law and is not a new enactment);

(D) The amount of any net operating loss deduction
taken in arriving at taxable income, other than a net
operating loss carried forward from a taxable vyear
ending prior to December 31, 1986;

(E) For taxable years in which a net operating loss
carryback or carryforward from a taxable year ending
prior to December 31, 1986 is an element of taxable
income under paragraph (1) of subsection (e) or
subparagraph (E) of paragraph (2) of subsection (e),
the amount by which addition modifications other than
those provided by this subparagraph (E) exceeded
subtraction modifications 1in such earlier taxable
year, with the following limitations applied in the
order that they are listed:

(i) the addition modification relating to the
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net operating loss carried back or forward to the

taxable year from any taxable year ending prior to

December 31, 1986 shall be reduced by the amount of

addition modification under this subparagraph (E)

which related to that net operating loss and which

was taken 1into account 1in calculating the base
income of an earlier taxable year, and

(ii) the addition modification relating to the
net operating loss carried back or forward to the
taxable year from any taxable year ending prior to

December 31, 1986 shall not exceed the amount of

such carryback or carryforward;

For taxable years in which there is a net operating
loss carryback or carryforward from more than one other
taxable year ending prior to December 31, 1986, the
addition modification provided in this subparagraph
(E) shall Dbe the sum of the amounts computed
independently under the preceding provisions of this
subparagraph (E) for each such taxable year;

(E-5) For taxable years ending after December 31,
1997, an amount equal to any eligible remediation costs
that the corporation deducted in computing adjusted
gross 1income and for which the corporation claims a
credit under subsection (1) of Section 201;

(E-10) For taxable years 2001 and thereafter, an

amount equal to the bonus depreciation deduction taken



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300

- 55 - LRB099 14379 HLH 38474 b

on the taxpayer's federal income tax return for the
taxable year under subsection (k) of Section 168 of the

Internal Revenue Code; except that, for taxable years

beginning on or after January 1, 2016, for property

acquired by purchase, as defined in subsection (d) of

Section 179 of the Internal Revenue Code, by a small

business, the modification shall be in an amount equal

to the depreciation deduction taken on the taxpaver's

federal income tax return for property that is

depreciable pursuant to Section 167 of the Internal

Revenue Code; for purposes of this paragraph (E-10),

"small business" means an individual sole proprietor,

corporation, trust, or partnership, including its

affiliates, that is independently owned and operated,

not dominant in its field, and has average gross annual

sales for the taxable vyear and the 2 previous taxable

vears of less than $10,000,000;

(E-11) If the taxpayer sells, transfers, abandons,
or otherwise disposes of property for which the
taxpayer was required in any taxable year to make an
addition modification under subparagraph (E-10), then
an amount equal to the aggregate amount of the
deductions taken in all taxable years under
subparagraph (T) with respect to that property.

If the taxpayer continues to own property through

the 1last day of the last tax year for which the
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taxpayer may claim a depreciation deduction for
federal income tax purposes and for which the taxpayer
was allowed in any taxable year to make a subtraction
modification under subparagraph (T), then an amount
equal to that subtraction modification.

The taxpayer 1s required to make the addition
modification under this subparagraph only once with
respect to any one piece of property;

(E-12) An amount equal to the amount otherwise
allowed as a deduction in computing base income for
interest paid, accrued, or incurred, directly or
indirectly, (i) for taxable years ending on or after
December 31, 2004, to a foreign person who would be a
member of the same unitary business group but for the
fact the foreign person's business activity outside
the United States 1s 80% or more of the foreign
person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily
required to apportion business income under different
subsections of Section 304. The addition modification
required by this subparagraph shall be reduced to the

extent that dividends were included in base income of
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the wunitary group for the same taxable vyear and
received by the taxpayer or by a member of the
taxpayer's unitary business group (including amounts
included 1in gross income pursuant to Sections 951
through 964 of the Internal Revenue Code and amounts
included 1in gross 1income under Section 78 of the
Internal Revenue Code) with respect to the stock of the
same person to whom the interest was paid, accrued, or
incurred.
This paragraph shall not apply to the following:

(i) an ditem of interest paid, accrued, or
incurred, directly or indirectly, to a person who
is subject in a foreign country or state, other
than a state which requires mandatory wunitary
reporting, to a tax on or measured by net income
with respect to such interest; or

(ii) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person if
the taxpayer can establish, based on a
preponderance of the evidence, both of the
following:

(a) the person, during the same taxable
year, paid, accrued, or incurred, the interest
to a person that is not a related member, and

(b) the transaction giving rise to the

interest expense between the taxpayer and the
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person did not have as a principal purpose the

avoidance of Illinois income tax, and is paid

pursuant to a contract or agreement that
reflects an arm's-length interest rate and
terms; or

(1ii) the taxpayer can establish, based on
clear and convincing evidence, that the interest
paid, accrued, or incurred relates to a contract or
agreement entered into at arm's-length rates and
terms and the principal purpose for the payment is
not federal or Illinois tax avoidance; or

(iv) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person if
the taxpayer establishes by clear and convincing
evidence that the adjustments are unreasonable; or
if the taxpayer and the Director agree in writing
to the application or use of an alternative method
of apportionment under Section 304 (f).

Nothing in this subsection shall preclude the
Director from making any other adjustment
otherwise allowed under Section 404 of this Act for
any tax year beginning after the effective date of
this amendment provided such adjustment is made
pursuant to regulation adopted by the Department
and such regulations provide methods and standards

by which the Department will utilize its authority
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under Section 404 of this Act;

(E-13) An amount equal to the amount of intangible
expenses and costs otherwise allowed as a deduction in
computing base income, and that were paid, accrued, or
incurred, directly or indirectly, (1) for taxable
years ending on or after December 31, 2004, to a
foreign person who would be a member of the same
unitary business group but for the fact that the
foreign person's business activity outside the United
States is 80% or more of that person's total business
activity and (ii) for taxable years ending on or after
December 31, 2008, to a person who would be a member of
the same unitary business group but for the fact that
the person 1is prohibited wunder Section 1501 (a) (27)
from being included in the wunitary business group
because he or she is ordinarily required to apportion
business income under different subsections of Section
304. The addition modification required by this
subparagraph shall be reduced to the extent that
dividends were included in base income of the unitary
group for the same taxable year and received by the
taxpayer or by a member of the taxpayer's unitary
business group (including amounts included in gross
income pursuant to Sections 951 through 964 of the
Internal Revenue Code and amounts included in gross

income under Section 78 of the Internal Revenue Code)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300

- 60 - LRB099 14379 HLH 38474 b

with respect to the stock of the same person to whom
the 1intangible expenses and costs were directly or
indirectly paid, incurred, or accrued. The preceding
sentence shall not apply to the extent that the same
dividends caused a reduction to the addition
modification required under Section 203 (b) (2) (E-12) of
this Act. As wused in this subparagraph, the term
"intangible expenses and costs" includes (1) expenses,
losses, and costs for, or related to, the direct or
indirect acquisition, use, maintenance or management,
ownership, sale, exchange, or any other disposition of
intangible property; (2) losses incurred, directly or
indirectly, from factoring transactions or discounting
transactions; (3) royalty, patent, technical, and
copyright fees; (4) 1licensing fees; and (5) other
similar expenses and costs. For purposes of this
subparagraph, "intangible property" includes patents,
patent applications, trade names, trademarks, service
marks, copyrights, mask works, trade secrets, and
similar types of intangible assets.
This paragraph shall not apply to the following:

(i) any item of intangible expenses or costs
paid, accrued, or incurred, directly or
indirectly, from a transaction with a person who is
subject in a foreign country or state, other than a

state which requires mandatory unitary reporting,
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to a tax on or measured by net income with respect
to such item; or

(ii) any item of intangible expense or cost
paid, accrued, or incurred, directly or
indirectly, 1if the taxpayer can establish, based
on a preponderance of the evidence, both of the
following:

(a) the person during the same taxable
year paid, accrued, or incurred, the
intangible expense or cost to a person that is
not a related member, and

(b) the transaction giving rise to the
intangible expense or cost between the
taxpayer and the person did not have as a
principal purpose the avoidance of 1Illinois
income tax, and is paid pursuant to a contract
or agreement that reflects arm's-length terms;
or
(iii) any item of intangible expense or cost

paid, accrued, or incurred, directly or
indirectly, from a transaction with a person if the
taxpayer establishes by clear and convincing
evidence, that the adjustments are unreasonable;
or 1f the taxpayer and the Director agree 1in
writing to the application or use of an alternative

method of apportionment under Section 304 (f);
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Nothing in this subsection shall preclude the
Director from making any other adjustment
otherwise allowed under Section 404 of this Act for
any tax year beginning after the effective date of
this amendment provided such adjustment is made
pursuant to regulation adopted by the Department
and such regulations provide methods and standards
by which the Department will utilize its authority
under Section 404 of this Act;

(E-14) For taxable vyears ending on or after
December 31, 2008, an amount equal to the amount of
insurance premium expenses and costs otherwise allowed
as a deduction in computing base income, and that were
paid, accrued, or incurred, directly or indirectly, to
a person who would be a member of the same unitary
business group but for the fact that the person is
prohibited under Section 1501 (a) (27) from Dbeing
included in the unitary business group because he or
she 1is ordinarily required to apportion Dbusiness
income under different subsections of Section 304. The
addition modification required by this subparagraph
shall be reduced to the extent that dividends were
included in base income of the unitary group for the
same taxable year and received by the taxpayer or by a
member of the taxpayer's unitary business group

(including amounts included 1in gross income under
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Sections 951 through 964 of the Internal Revenue Code
and amounts included in gross income under Section 78
of the Internal Revenue Code) with respect to the stock
of the same person to whom the premiums and costs were
directly or indirectly paid, incurred, or accrued. The
preceding sentence does not apply to the extent that
the same dividends caused a reduction to the addition
modification required under Section 203 (b) (2) (E-12) or
Section 203 (b) (2) (E-13) of this Act;

(E-15) For taxable years beginning after December
31, 2008, any deduction for dividends paid by a captive
real estate investment trust that is allowed to a real
estate investment trust under Section 857 (b) (2) (B) of
the Internal Revenue Code for dividends paid;

(E-16) An amount equal to the credit allowable to
the taxpayer under Section 218(a) of this Act,
determined without regard to Section 218 (c) of this
Act;

(E-17) For taxable vyears ending on or after

December 31, 2015, an amount equal to the deduction

allowed under Section 199 of the Internal Revenue Code

for the taxable vear;

(E-18) For taxable vyears ending on or after

December 31, 2015, any deduction allowed to the

taxpayer under Sections 243 through 246A of the

Internal Revenue Code;
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and by deducting from the total so obtained the sum of the

following amounts:
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(F) An amount equal to the amount of any tax
imposed by this Act which was refunded to the taxpayer
and included in such total for the taxable year;

(G) An amount equal to any amount included in such
total under Section 78 of the Internal Revenue Code;

(H) In the case of a regulated investment company,
an amount equal to the amount of exempt interest
dividends as defined in subsection (b) (5) of Section
852 of the Internal Revenue Code, paid to shareholders
for the taxable year;

(I) With the exception of any amounts subtracted
under subparagraph (J), an amount equal to the sum of
all amounts disallowed as deductions by (i) Sections
171 (a) (2), and 265(a) (2) and amounts disallowed as
interest expense by Section 291 (a) (3) of the Internal
Revenue Code, and all amounts of expenses allocable to
interest and disallowed as deductions by Section
265(a) (1) of the Internal Revenue Code; and (ii) for
taxable years ending on or after August 13, 1999,
Sections 171 (a) (2), 265, 280¢C, 291 (a) (3), and
832 (b) (5) (B) (1) of the Internal Revenue Code, plus,
for tax years ending on or after December 31, 2011,
amounts disallowed as deductions by Section 45G(e) (3)

of the Internal Revenue Code and, for taxable years
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ending on or after December 31, 2008, any amount
included 1in gross 1income under Section 87 of the
Internal Revenue Code and the policyholders' share of
tax-exempt interest of a life insurance company under
Section 807 (a) (2) (B) of the Internal Revenue Code (in
the case of a life insurance company with gross income
from a decrease 1in reserves for the tax year) or
Section 807 (b) (1) (B) of the Internal Revenue Code (in
the <case of a 1life insurance company allowed a
deduction for an increase 1in reserves for the tax
year); the provisions of this subparagraph are exempt
from the provisions of Section 250;

(J) An amount equal to all amounts included in such
total which are exempt from taxation by this State
either by reason of its statutes or Constitution or by
reason of the Constitution, treaties or statutes of the
United States; provided that, 1in the case of any
statute of this State that exempts income derived from
bonds or other obligations from the tax imposed under
this Act, the amount exempted shall be the interest net
of bond premium amortization;

(K) An amount equal to those dividends included in
such total which were paid by a corporation which
conducts business operations in a River Edge
Redevelopment Zone or zones created under the River

Edge Redevelopment Zone Act and conducts substantially
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all of its operations in a River Edge Redevelopment
Zone or zones. This subparagraph (K) is exempt from the
provisions of Section 250;

(L) An amount equal to those dividends included in
such total that were paid by a corporation that
conducts business operations in a federally designated
Foreign Trade Zone or Sub-Zone and that is designated a
High Impact Business located in Illinois; provided
that dividends eligible for the deduction provided in
subparagraph (K) of paragraph 2 of this subsection
shall not be eligible for the deduction provided under
this subparagraph (L)

(M) For any taxpayer that 1s a financial
organization within the meaning of Section 304 (c) of
this Act, an amount included in such total as interest
income from a loan or loans made by such taxpayer to a
borrower, to the extent that such a loan is secured by
property which is eligible for the River Edge
Redevelopment Zone Investment Credit. To determine the
portion of a loan or loans that is secured by property
eligible for a Section 201 (f) investment credit to the
borrower, the entire principal amount of the loan or
loans between the taxpayer and the borrower should be
divided into the basis of the Section 201 (f) investment
credit property which secures the loan or loans, using

for this purpose the original basis of such property on
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the date that it was placed in service in the River
Edge Redevelopment Zone. The subtraction modification
available to taxpayer in any year under this subsection
shall be that portion of the total interest paid by the
borrower with respect to such loan attributable to the
eligible property as calculated under the previous
sentence. This subparagraph (M) is exempt from the
provisions of Section 250;

(M-1) For any taxpayer that 1s a financial
organization within the meaning of Section 304 (c) of
this Act, an amount included in such total as interest
income from a loan or loans made by such taxpayer to a
borrower, to the extent that such a loan is secured by
property which is eligible for the High Impact Business
Investment Credit. To determine the portion of a loan
or loans that is secured by property eligible for a
Section 201 (h) investment credit to the borrower, the
entire principal amount of the loan or loans between
the taxpayer and the borrower should be divided into
the basis of the Section 201 (h) investment credit
property which secures the loan or loans, using for
this purpose the original basis of such property on the
date that 1t was placed in service in a federally
designated Foreign Trade Zone or Sub-Zone located in
Illinois. ©No taxpayer that is eligible for the

deduction provided in subparagraph (M) of paragraph
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(2) of this subsection shall be eligible for the
deduction provided under this subparagraph (M-1). The
subtraction modification available to taxpayers in any
year under this subsection shall be that portion of the
total interest paid by the borrower with respect to
such loan attributable to the eligible property as
calculated under the previous sentence;

(N) Two times any contribution made during the
taxable year to a designated zone organization to the
extent that the contribution (i) qualifies as a
charitable contribution under subsection (c) of
Section 170 of the Internal Revenue Code and (ii) must,
by its terms, be used for a project approved by the
Department of Commerce and Economic Opportunity under
Section 11 of the Illinois Enterprise Zone Act or under
Section 10-10 of the River Edge Redevelopment Zone Act.
This subparagraph (N) is exempt from the provisions of
Section 250;

(O) An amount equal to: (i) 85% for taxable years
ending on or before December 31, 1992, or, a percentage
equal to the percentage allowable under Section
243 (a) (1) of the Internal Revenue Code of 1986 for
taxable years ending after December 31, 1992, of the
amount by which dividends included in taxable income
and received from a corporation that is not created or

organized under the laws of the United States or any
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state or political subdivision thereof, including, for
taxable years ending on or after December 31, 1988,
dividends received or deemed received or paid or deemed
paid under Sections 951 through 965 of the Internal
Revenue Code, exceed the amount of the modification
provided under subparagraph (G) of paragraph (2) of
this subsection (b) which is related to such dividends,
and including, for taxable years ending on or after
December 31, 2008, dividends received from a captive
real estate investment trust; plus (ii) 100% of the
amount by which dividends, included in taxable income
and received, including, for taxable years ending on or
after December 31, 1988, dividends received or deemed
received or paid or deemed paid under Sections 951
through 964 of the Internal Revenue Code and including,
for taxable years ending on or after December 31, 2008,
dividends received from a captive real estate
investment trust, from any such corporation specified
in clause (i) that would but for the provisions of
Section 1504 (b) (3) of the Internal Revenue Code be
treated as a member of the affiliated group which
includes the dividend recipient, exceed the amount of
the modification provided under subparagraph (G) of
paragraph (2) of this subsection (b) which is related
to such dividends. This subparagraph (0) shall not

apply to taxable years ending on or after December 31,
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(P) An amount equal to any contribution made to a
job training project established pursuant to the Tax
Increment Allocation Redevelopment Act;

(Q) An amount equal to the amount of the deduction
used to compute the federal income tax credit for
restoration of substantial amounts held under claim of
right for the taxable year pursuant to Section 1341 of
the Internal Revenue Code;

(R) On and after July 20, 1999, in the case of an
attorney-in-fact with respect to whom an interinsurer
or a reciprocal insurer has made the election under
Section 835 of the Internal Revenue Code, 26 U.S.C.
835, an amount equal to the excess, if any, of the
amounts paid or incurred by that interinsurer or
reciprocal 1insurer in the taxable year to the
attorney-in-fact over the deduction allowed to that
interinsurer or reciprocal insurer with respect to the
attorney-in-fact under Section 835(b) of the Internal
Revenue Code for the taxable year; the provisions of
this subparagraph are exempt from the provisions of
Section 250;

(S) For taxable years ending on or after December
31, 1997, in the case of a Subchapter S corporation, an

amount equal to all amounts of income allocable to a



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300

- 71 - LRB099 14379 HLH 38474 b

shareholder subject to the Personal Property Tax
Replacement Income Tax imposed by subsections (c) and
(d) of Section 201 of this Act, including amounts
allocable to organizations exempt from federal income
tax by reason of Section 501 (a) of the Internal Revenue
Code. This subparagraph (S) 1is exempt from the
provisions of Section 250;

(T) For taxable years 2001 and thereafter, for the
taxable year in which the bonus depreciation deduction
is taken on the taxpayer's federal income tax return
under subsection (k) of Section 168 of the Internal
Revenue Code and for each applicable taxable vyear
thereafter, an amount equal to "x", where:

(1) "y" equals the amount of the depreciation
deduction taken for the taxable vyear on the
taxpayer's federal income tax return on property
for which the bonus depreciation deduction was
taken in any year under subsection (k) of Section
168 of the Internal Revenue Code, but not including
the bonus depreciation deduction;

(2) for taxable years ending on or before
December 31, 2005, "x" equals "y" multiplied by 30
and then divided by 70 (or "y" multiplied by
0.429); ard

(3) for taxable years ending after December

31, 2005:
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(1) for ©property on which a Dbonus
depreciation deduction of 30% of the adjusted
basis was taken, "x" equals "y" multiplied by
30 and then divided by 70 (or "y" multiplied by
0.429); and

(11) for ©property on which a bonus
depreciation deduction of 50% of the adjusted
basis was taken, "x" equals "y" multiplied by
1.0; and =

(4) for taxable vyears beginning on and after

January 1, 2016, in the case of a small business,

for property acguired by purchase as defined in

subsection (d) of Section 179 of the Internal

Revenue Code, "x" equals the basis of the property

used to compute the depreciation deduction for

federal income tax purposes; for purposes of this

paragraph (T) (4), "small business" means an

individual sole proprietor, corporation, trust, or

partnership, including its affiliates, that is

independently owned and operated, not dominant in

its field, and has average gross annual sales for

the taxable year and the 2 previous taxable vyears

of less than $10,000,000.

The aggregate amount deducted under this

subparagraph in all taxable years for any one piece of

property may not exceed the amount of the bonus
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depreciation deduction taken on that property on the
taxpayer's federal income tax return under subsection
(k) of Section 168 of the Internal Revenue Code. This
subparagraph (T) 1is exempt from the provisions of
Section 250;

(U) If the taxpayer sells, transfers, abandons, or
otherwise disposes of property for which the taxpayer
was required in any taxable year to make an addition
modification under subparagraph (E-10), then an amount
equal to that addition modification.

If the taxpayer continues to own property through
the 1last day of the 1last tax vyear for which the
taxpayer may claim a depreciation deduction for
federal income tax purposes and for which the taxpayer
was required in any taxable year to make an addition
modification under subparagraph (E-10), then an amount
equal to that addition modification.

The taxpayer is allowed to take the deduction under
this subparagraph only once with respect to any one
piece of property.

This subparagraph (U) is exempt from the
provisions of Section 250;

(V) The amount of: (i) any interest income (net of
the deductions allocable thereto) taken into account
for the taxable year with respect to a transaction with

a taxpayer that 1is required to make an addition
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modification with respect to such transaction under
Section 203 (a) (2) (D-17), 203 (b) (2) (E-12),
203 (c) (2) (G=12), or 203(d) (2) (D=7), but not to exceed
the amount of such addition modification, (ii) any
income from intangible property (net of the deductions
allocable thereto) taken into account for the taxable
year with respect to a transaction with a taxpayer that
is required to make an addition modification with
respect to such transaction under Section
203 (a) (2) (D-18), 203(b) (2) (E-13), 203(c) (2) (G-13), or
203 (d) (2) (D-8), but not to exceed the amount of such
addition modification, and (iii) any insurance premium
income (net of deductions allocable thereto) taken
into account for the taxable year with respect to a
transaction with a taxpayer that is required to make an
addition modification with respect to such transaction
under Section 203 (a) (2) (D-19), Section
203 (b) (2) (E-14), Section 203 (c) (2) (G-14), or Section
203 (d) (2) (D=9), but not to exceed the amount of that
addition modification. This subparagraph (V) is exempt
from the provisions of Section 250;

(W) An amount equal to the interest income taken
into account for the taxable vyear (net of the
deductions allocable thereto) with respect to
transactions with (i) a foreign person who would be a

member of the taxpayer's unitary business group but for
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the fact that the foreign person's business activity
outside the United States 1is 80% or more of that
person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily
required to apportion business income under different
subsections of Section 304, but not to exceed the
addition modification required to be made for the same
taxable year under Section 203 (b) (2) (E-12) for
interest paid, accrued, or incurred, directly or
indirectly, to the same person. This subparagraph (W)
is exempt from the provisions of Section 250;

(X) An amount equal to the income from intangible
property taken into account for the taxable year (net
of the deductions allocable thereto) with respect to
transactions with (i) a foreign person who would be a
member of the taxpayer's unitary business group but for
the fact that the foreign person's business activity
outside the United States 1is 80% or more of that
person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business

group but for the fact that the person is prohibited
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under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily
required to apportion business income under different
subsections of Section 304, but not to exceed the
addition modification required to be made for the same
taxable year under Section 203 (b) (2) (E-13) for
intangible expenses and costs ©paid, accrued, or
incurred, directly or indirectly, to the same foreign
person. This subparagraph (X) is exempt from the
provisions of Section 250;

(Y) For taxable years ending on or after December
31, 2011, in the case of a taxpayer who was required to
add back any insurance premiums under Section
203 (b) (2) (E-14), such taxpayer may elect to subtract
that part of a reimbursement received from the
insurance company equal to the amount of the expense or
loss (including expenses incurred by the insurance
company) that would have been taken into account as a
deduction for federal income tax purposes 1if the
expense or loss had been uninsured. If a taxpayer makes
the election provided for by this subparagraph (Y), the
insurer to which the premiums were paid must add back
to 1income the amount subtracted by the taxpayer
pursuant to this subparagraph (Y). This subparagraph
(Y) is exempt from the provisions of Section 250; and

(Z) The difference Dbetween the nondeductible
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controlled foreign corporation dividends under Section

965 (e) (3) of the Internal Revenue Code over the taxable

income of the taxpayer, computed without regard to

Section 965 (e) (2) (A) of the Internal Revenue Code, and

without regard to any net operating loss deduction.

This subparagraph (Z) is exempt from the provisions of

Section 250.

(3) Special rule. For purposes of paragraph (2) (&),
"gross income" in the case of a life insurance company, for
tax years ending on and after December 31, 1994, and prior
to December 31, 2011, shall mean the gross investment
income for the taxable year and, for tax years ending on or
after December 31, 2011, shall mean all amounts included in
life insurance gross income under Section 803 (a) (3) of the

Internal Revenue Code.

(c) Trusts and estates.

(1) In general. In the case of a trust or estate, base
income means an amount equal to the taxpayer's taxable
income for the taxable year as modified by paragraph (2).

(2) Modifications. Subject to the provisions of
paragraph (3), the taxable income referred to in paragraph
(1) shall be modified by adding thereto the sum of the
following amounts:

(A) An amount equal to all amounts paid or accrued

to the taxpayer as interest or dividends during the
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taxable year to the extent excluded from gross income
in the computation of taxable income;

(B) In the case of (1) an estate, $600; (ii) a
trust which, under 1its governing instrument, is
required to distribute all of its income currently,
$300; and (iii) any other trust, $100, but in each such
case, only to the extent such amount was deducted in
the computation of taxable income;

(C) An amount equal to the amount of tax imposed by
this Act to the extent deducted from gross income in
the computation of taxable income for the taxable year;

(D) The amount of any net operating loss deduction
taken in arriving at taxable income, other than a net
operating loss carried forward from a taxable vyear
ending prior to December 31, 1986;

(E) For taxable years in which a net operating loss
carryback or carryforward from a taxable year ending
prior to December 31, 1986 is an element of taxable
income under paragraph (1) of subsection (e) or
subparagraph (E) of paragraph (2) of subsection (e),
the amount by which addition modifications other than
those provided by this subparagraph (E) exceeded
subtraction modifications in such taxable year, with
the following limitations applied in the order that
they are listed:

(i) the addition modification relating to the
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net operating loss carried back or forward to the

taxable year from any taxable year ending prior to

December 31, 1986 shall be reduced by the amount of

addition modification under this subparagraph (E)

which related to that net operating loss and which

was taken 1into account 1in calculating the base
income of an earlier taxable year, and

(ii) the addition modification relating to the
net operating loss carried back or forward to the
taxable year from any taxable year ending prior to

December 31, 1986 shall not exceed the amount of

such carryback or carryforward;

For taxable years in which there is a net operating
loss carryback or carryforward from more than one other
taxable year ending prior to December 31, 1986, the
addition modification provided in this subparagraph
(E) shall Dbe the sum of the amounts computed
independently under the preceding provisions of this
subparagraph (E) for each such taxable year;

(F) For taxable years ending on or after January 1,
1989, an amount equal to the tax deducted pursuant to
Section 164 of the Internal Revenue Code if the trust
or estate is claiming the same tax for purposes of the
Illinois foreign tax credit under Section 601 of this
Act;

(G) An amount equal to the amount of the capital
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gain deduction allowable under the Internal Revenue
Code, to the extent deducted from gross income in the
computation of taxable income;

(G-5) For taxable years ending after December 31,
1997, an amount equal to any eligible remediation costs
that the trust or estate deducted in computing adjusted
gross income and for which the trust or estate claims a
credit under subsection (1) of Section 201;

(G-10) For taxable years 2001 and thereafter, an
amount equal to the bonus depreciation deduction taken
on the taxpayer's federal income tax return for the
taxable year under subsection (k) of Section 168 of the

Internal Revenue Code; except that, for taxable vyears

beginning on or after January 1, 2016, for property

acquired by purchase, as defined in subsection (d) of

Section 179 of the Internal Revenue Code, by a small

business, the modification shall be in an amount equal

to the depreciation deduction taken on the taxpavyer's

federal income tax return for property that is

depreciable pursuant to Section 167 of the Internal

Revenue Code; for purposes of this paragraph (G-10),

"small business" means an individual sole proprietor,

corporation, trust, or partnership, including its

affiliates, that is independently owned and operated,

not dominant in its field, and has average gross annual

sales for the taxable vear and the 2 previous taxable
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vears of less than $10,000,000; and

(G-11) If the taxpayer sells, transfers, abandons,
or otherwise disposes of property for which the
taxpayer was required in any taxable year to make an
addition modification under subparagraph (G-10), then
an amount equal to the aggregate amount of the
deductions taken in all taxable years under
subparagraph (R) with respect to that property.

If the taxpayer continues to own property through
the 1last day of the last tax year for which the
taxpayer may claim a depreciation deduction for
federal income tax purposes and for which the taxpayer
was allowed in any taxable year to make a subtraction
modification under subparagraph (R), then an amount
equal to that subtraction modification.

The taxpayer 1s required to make the addition
modification under this subparagraph only once with
respect to any one piece of property;

(G-12) An amount equal to the amount otherwise
allowed as a deduction in computing base income for
interest paid, accrued, or incurred, directly or
indirectly, (i) for taxable years ending on or after
December 31, 2004, to a foreign person who would be a
member of the same unitary business group but for the
fact that the foreign person's business activity

outside the United States is 80% or more of the foreign
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person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily
required to apportion business income under different
subsections of Section 304. The addition modification
required by this subparagraph shall be reduced to the
extent that dividends were included in base income of
the wunitary group for the same taxable vyear and
received by the taxpayer or by a member of the
taxpayer's unitary business group (including amounts
included 1in gross income pursuant to Sections 951
through 964 of the Internal Revenue Code and amounts
included 1in gross 1income under Section 78 of the
Internal Revenue Code) with respect to the stock of the
same person to whom the interest was paid, accrued, or
incurred.
This paragraph shall not apply to the following:

(i) an ditem of interest paid, accrued, or
incurred, directly or indirectly, to a person who
is subject in a foreign country or state, other
than a state which requires mandatory unitary
reporting, to a tax on or measured by net income

with respect to such interest; or
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(ii) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person if
the taxpayer can establish, based on a
preponderance of the evidence, both of the
following:

(a) the person, during the same taxable
year, paid, accrued, or incurred, the interest
to a person that is not a related member, and

(b) the transaction giving rise to the
interest expense between the taxpayer and the
person did not have as a principal purpose the
avoidance of Illinois income tax, and is paid
pursuant to a contract or agreement that
reflects an arm's-length interest rate and
terms; or
(1ii) the taxpayer can establish, based on

clear and convincing evidence, that the interest
paid, accrued, or incurred relates to a contract or
agreement entered into at arm's-length rates and
terms and the principal purpose for the payment is
not federal or Illinois tax avoidance; or

(iv) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person 1if
the taxpayer establishes by clear and convincing
evidence that the adjustments are unreasonable; or

if the taxpayer and the Director agree in writing
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to the application or use of an alternative method

of apportionment under Section 304 (f).

Nothing in this subsection shall preclude the
Director from making any other adjustment
otherwise allowed under Section 404 of this Act for
any tax year beginning after the effective date of
this amendment provided such adjustment is made
pursuant to regulation adopted by the Department
and such regulations provide methods and standards
by which the Department will utilize its authority
under Section 404 of this Act;

(G-13) An amount equal to the amount of intangible
expenses and costs otherwise allowed as a deduction in
computing base income, and that were paid, accrued, or
incurred, directly or indirectly, (1) for taxable
years ending on or after December 31, 2004, to a
foreign person who would be a member of the same
unitary business group but for the fact that the
foreign person's business activity outside the United
States is 80% or more of that person's total business
activity and (ii) for taxable years ending on or after
December 31, 2008, to a person who would be a member of
the same unitary business group but for the fact that
the person 1is prohibited wunder Section 1501 (a) (27)
from being included in the wunitary business group

because he or she is ordinarily required to apportion
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business income under different subsections of Section
304. The addition modification required by this
subparagraph shall be reduced to the extent that
dividends were included in base income of the unitary
group for the same taxable year and received by the
taxpayer or by a member of the taxpayer's unitary
business group (including amounts included in gross
income pursuant to Sections 951 through 964 of the
Internal Revenue Code and amounts included in gross
income under Section 78 of the Internal Revenue Code)
with respect to the stock of the same person to whom
the 1intangible expenses and costs were directly or
indirectly paid, incurred, or accrued. The preceding
sentence shall not apply to the extent that the same
dividends caused a reduction to the addition
modification required under Section 203 (c) (2) (G-12) of
this Act. As wused in this subparagraph, the term
"intangible expenses and costs" includes: (1)
expenses, losses, and costs for or related to the
direct or indirect acquisition, use, maintenance or
management, ownership, sale, exchange, or any other
disposition of intangible  property; (2) losses
incurred, directly or indirectly, from factoring
transactions or discounting transactions; (3) royalty,
patent, technical, and copyright fees; (4) licensing

fees; and (5) other similar expenses and costs. For
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purposes of this subparagraph, "intangible property"
includes patents, patent applications, trade names,
trademarks, service marks, copyrights, mask works,
trade secrets, and similar types of intangible assets.
This paragraph shall not apply to the following:

(1) any item of intangible expenses or costs
paid, accrued, or incurred, directly or
indirectly, from a transaction with a person who is
subject in a foreign country or state, other than a
state which requires mandatory unitary reporting,
to a tax on or measured by net income with respect
to such item; or

(1i) any item of intangible expense or cost
paid, accrued, or incurred, directly or
indirectly, 1if the taxpayer can establish, based
on a preponderance of the evidence, both of the
following:

(a) the person during the same taxable
year paid, accrued, or incurred, the
intangible expense or cost to a person that is
not a related member, and

(b) the transaction giving rise to the
intangible expense or cost between the
taxpayer and the person did not have as a
principal purpose the avoidance of Illinois

income tax, and is paid pursuant to a contract
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or agreement that reflects arm's-length terms;

or

(iii) any item of intangible expense or cost
paid, accrued, or incurred, directly or
indirectly, from a transaction with a person if the
taxpayer establishes by clear and convincing
evidence, that the adjustments are unreasonable;
or 1f the taxpayer and the Director agree in
writing to the application or use of an alternative

method of apportionment under Section 304 (f);

Nothing in this subsection shall preclude the

Director from making any other adjustment
otherwise allowed under Section 404 of this Act for
any tax year beginning after the effective date of
this amendment provided such adjustment is made
pursuant to regulation adopted by the Department
and such regulations provide methods and standards
by which the Department will utilize its authority
under Section 404 of this Act;

(G-14) For taxable vyears ending on or after
December 31, 2008, an amount equal to the amount of
insurance premium expenses and costs otherwise allowed
as a deduction in computing base income, and that were
paid, accrued, or incurred, directly or indirectly, to
a person who would be a member of the same unitary

business group but for the fact that the person is
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prohibited under Section 1501 (a) (27) from Dbeing
included in the unitary business group because he or
she 1s ordinarily required to apportion business
income under different subsections of Section 304. The
addition modification required by this subparagraph
shall be reduced to the extent that dividends were
included in base income of the unitary group for the
same taxable year and received by the taxpayer or by a
member of the taxpayer's unitary business group
(including amounts included in gross income under
Sections 951 through 964 of the Internal Revenue Code
and amounts included in gross income under Section 78
of the Internal Revenue Code) with respect to the stock
of the same person to whom the premiums and costs were
directly or indirectly paid, incurred, or accrued. The
preceding sentence does not apply to the extent that
the same dividends caused a reduction to the addition
modification required under Section 203 (c) (2) (G-12) or
Section 203 (c) (2) (G-13) of this Act;

(G-15) An amount equal to the credit allowable to
the taxpayer under Section 218(a) of this Act,
determined without regard to Section 218 (c) of this
Act;

(G-16) For taxable vyears ending on or after

December 31, 2015, an amount equal to the deduction

allowed under Section 199 of the Internal Revenue Code
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for the taxable vear;

and by deducting from the total so obtained the sum of the

following amounts:
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(H) An amount equal to all amounts included in such
total pursuant to the provisions of Sections 402 (a),
402 (c), 403(a), 403(b), 406(a), 407(a) and 408 of the
Internal Revenue Code or included in such total as
distributions under the provisions of any retirement
or disability plan for employees of any governmental
agency or unit, or retirement payments to retired
partners, which payments are excluded in computing net
earnings from self employment by Section 1402 of the
Internal Revenue Code and regulations adopted pursuant
thereto;

(I) The valuation limitation amount;

(J) An amount equal to the amount of any tax
imposed by this Act which was refunded to the taxpayer
and included in such total for the taxable year;

(K) An amount equal to all amounts included in
taxable income as modified by subparagraphs (&), (B),
(c), (D), (E), (F) and (G) which are exempt from
taxation by this State either by reason of its statutes
or Constitution or by reason of the Constitution,
treaties or statutes of the United States; provided
that, in the case of any statute of this State that

exempts income derived from bonds or other obligations



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300

- 90 - LRB099 14379 HLH 38474 b

from the tax imposed wunder this Act, the amount
exempted shall be the interest net of bond premium
amortization;

(L) With the exception of any amounts subtracted
under subparagraph (K), an amount equal to the sum of
all amounts disallowed as deductions by (i) Sections
171 (a) (2) and 265(a) (2) of the Internal Revenue Code,
and all amounts of expenses allocable to interest and
disallowed as deductions by Section 265(1) of the
Internal Revenue Code; and (ii) for taxable vyears
ending on or after August 13, 1999, Sections 171 (a) (2),
265, 280C, and 832 (b) (5) (B) (1) of the Internal Revenue
Code, plus, (iii) for taxable years ending on or after
December 31, 2011, Section 45G(e) (3) of the Internal
Revenue Code and, for taxable years ending on or after
December 31, 2008, any amount included in gross income
under Section 87 of the Internal Revenue Code; the
provisions of this subparagraph are exempt from the
provisions of Section 250;

(M) An amount equal to those dividends included in
such total which were paid by a corporation which
conducts business operations in a River Edge
Redevelopment Zone or zones created under the River
Edge Redevelopment Zone Act and conducts substantially
all of its operations in a River Edge Redevelopment

Zone or zones. This subparagraph (M) is exempt from the
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provisions of Section 250;

(N) An amount equal to any contribution made to a
job training project established pursuant to the Tax
Increment Allocation Redevelopment Act;

(O) An amount equal to those dividends included in
such total that were paid by a corporation that
conducts business operations in a federally designated
Foreign Trade Zone or Sub-Zone and that is designated a
High Impact Business 1located in 1Illinois; provided
that dividends eligible for the deduction provided in
subparagraph (M) of paragraph (2) of this subsection
shall not be eligible for the deduction provided under
this subparagraph (O);

(P) An amount equal to the amount of the deduction
used to compute the federal income tax credit for
restoration of substantial amounts held under claim of
right for the taxable year pursuant to Section 1341 of
the Internal Revenue Code;

(Q) For taxable year 1999 and thereafter, an amount
equal to the amount of any (i) distributions, to the
extent includible in gross income for federal income
tax purposes, made to the taxpayer because of his or
her status as a victim of persecution for racial or
religious reasons by Nazi Germany or any other Axis
regime or as an heir of the victim and (ii) items of

income, to the extent includible in gross income for



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300

- 92 - LRB099 14379 HLH 38474 b

federal income tax purposes, attributable to, derived
from or in any way related to assets stolen from,
hidden from, or otherwise 1lost to a victim of
persecution for racial or religious reasons by Nazi
Germany or any other Axis regime immediately prior to,
during, and immediately after World War II, including,
but not limited to, interest on the proceeds receivable
as 1insurance under policies issued to a victim of
persecution for racial or religious reasons by Nazi
Germany or any other Axis regime by European insurance
companies immediately prior to and during World War II;
provided, however, this subtraction from federal
adjusted gross income does not apply to assets acquired
with such assets or with the proceeds from the sale of
such assets; provided, further, this paragraph shall
only apply to a taxpayer who was the first recipient of
such assets after their recovery and who is a victim of
persecution for racial or religious reasons by Nazi
Germany or any other Axis regime or as an heir of the
victim. The amount of and the eligibility for any
public assistance, benefit, or similar entitlement is
not affected by the inclusion of items (i) and (ii) of
this paragraph in gross income for federal income tax
purposes. This paragraph is exempt from the provisions
of Section 250;

(R) For taxable years 2001 and thereafter, for the
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taxable year in which the bonus depreciation deduction
is taken on the taxpayer's federal income tax return
under subsection (k) of Section 168 of the Internal
Revenue Code and for each applicable taxable vyear
thereafter, an amount equal to "x", where:

(1) "y" equals the amount of the depreciation
deduction taken for the taxable vyear on the
taxpayer's federal income tax return on property
for which the bonus depreciation deduction was
taken in any year under subsection (k) of Section
168 of the Internal Revenue Code, but not including
the bonus depreciation deduction;

(2) for taxable years ending on or before
December 31, 2005, "x" equals "y" multiplied by 30
and then divided by 70 (or "y" multiplied by
0.429); amd

(3) for taxable years ending after December
31, 2005:

(1) for ©property on which a Dbonus
depreciation deduction of 30% of the adjusted
basis was taken, "x" equals "y" multiplied by
30 and then divided by 70 (or "y" multiplied by
0.429); and

(ii) for property on which a Dbonus
depreciation deduction of 50% of the adjusted

basis was taken, "x" equals "y" multiplied by
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1.0; and =

(4) for taxable vears beginning on and after

January 1, 2016, in the case of a small business,

for property acqguired by purchase as defined in

subsection (d) of Section 179 of the Internal

Revenue Code, "x" equals the basis of the property

used to compute the depreciation deduction for

federal income tax purposes; for purposes of this

paragraph (R) (4), "small Dbusiness" means an

individual sole proprietor, corporation, trust, or

partnership, including its affiliates, that is

independently owned and operated, not dominant in

its field, and has average gross annual sales for

the taxable year and the 2 previous taxable vyears

of less than $10,000,000.

The aggregate amount deducted under this
subparagraph in all taxable years for any one piece of
property may not exceed the amount of the bonus
depreciation deduction taken on that property on the
taxpayer's federal income tax return under subsection
(k) of Section 168 of the Internal Revenue Code. This
subparagraph (R) 1is exempt from the provisions of
Section 250;

(S) If the taxpayer sells, transfers, abandons, or
otherwise disposes of property for which the taxpayer

was required in any taxable year to make an addition
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modification under subparagraph (G-10), then an amount
equal to that addition modification.

If the taxpayer continues to own property through
the last day of the 1last tax vyear for which the
taxpayer may claim a depreciation deduction for
federal income tax purposes and for which the taxpayer
was required in any taxable year to make an addition
modification under subparagraph (G-10), then an amount
equal to that addition modification.

The taxpayer is allowed to take the deduction under
this subparagraph only once with respect to any one
piece of property.

This subparagraph (S) is exempt from the
provisions of Section 250;

(T) The amount of (i) any interest income (net of
the deductions allocable thereto) taken into account
for the taxable year with respect to a transaction with
a taxpayer that 1is required to make an addition
modification with respect to such transaction under
Section 203 (a) (2) (b-17), 203 (b) (2) (E-12),
203 (c) (2) (G=12), or 203(d) (2) (D=7), but not to exceed
the amount of such addition modification and (ii) any
income from intangible property (net of the deductions
allocable thereto) taken into account for the taxable
year with respect to a transaction with a taxpayer that

is required to make an addition modification with
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respect to such transaction under Section
203 (a) (2) (D-18), 203(b) (2) (E-13), 203(c) (2) (G-13), or
203 (d) (2) (D-8), but not to exceed the amount of such
addition modification. This subparagraph (T) is exempt
from the provisions of Section 250;

(U) An amount equal to the interest income taken
into account for the taxable vyear (net of the
deductions allocable thereto) with respect to
transactions with (i) a foreign person who would be a
member of the taxpayer's unitary business group but for
the fact the foreign ©person's business activity
outside the United States 1s 80% or more of that
person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily
required to apportion business income under different
subsections of Section 304, but not to exceed the
addition modification required to be made for the same
taxable year under Section 203 (c) (2) (G-12) for
interest paid, accrued, or incurred, directly or
indirectly, to the same person. This subparagraph (U)
is exempt from the provisions of Section 250;

(V) An amount equal to the income from intangible
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property taken into account for the taxable year (net
of the deductions allocable thereto) with respect to
transactions with (i) a foreign person who would be a
member of the taxpayer's unitary business group but for
the fact that the foreign person's business activity
outside the United States 1s 80% or more of that
person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily
required to apportion business income under different
subsections of Section 304, but not to exceed the
addition modification required to be made for the same
taxable year under Section 203 (c) (2) (G-13) for
intangible expenses and costs ©paid, accrued, or
incurred, directly or indirectly, to the same foreign
person. This subparagraph (V) is exempt from the
provisions of Section 250;

(W) in the case of an estate, an amount equal to
all amounts included in such total pursuant to the
provisions of Section 111 of the Internal Revenue Code
as a recovery of items previously deducted by the
decedent from adjusted gross income in the computation

of taxable income. This subparagraph (W) is exempt from
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Section 250;

(X) an amount equal to the refund included in such
total of any tax deducted for federal income tax
purposes, to the extent that deduction was added back
under subparagraph (F). This subparagraph (X) 1is
exempt from the provisions of Section 250; and

(Y) For taxable years ending on or after December
31, 2011, in the case of a taxpayer who was required to
add back any insurance premiums under Section
203 (c) (2) (G-14), such taxpayer may elect to subtract
that part of a reimbursement received from the
insurance company equal to the amount of the expense or
loss (including expenses 1incurred by the insurance
company) that would have been taken into account as a
deduction for federal income tax purposes 1if the
expense or loss had been uninsured. If a taxpayer makes
the election provided for by this subparagraph (Y), the
insurer to which the premiums were paid must add back
to income the amount subtracted by the taxpayer
pursuant to this subparagraph (Y). This subparagraph
(Y) is exempt from the provisions of Section 250.

(3) Limitation. The amount of any modification
otherwise required under this subsection shall, under
regulations prescribed by the Department, be adjusted by
any amounts included therein which were properly paid,

credited, or required to be distributed, or permanently set
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aside for charitable purposes pursuant to Internal Revenue

Code Section 642 (c) during the taxable year.

(d) Partnerships.

(1) In general. In the case of a partnership, base
income means an amount equal to the taxpayer's taxable
income for the taxable year as modified by paragraph (2).

(2) Modifications. The taxable income referred to in
paragraph (1) shall be modified by adding thereto the sum
of the following amounts:

(A) An amount equal to all amounts paid or accrued
to the taxpayer as interest or dividends during the
taxable year to the extent excluded from gross income
in the computation of taxable income;

(B) An amount equal to the amount of tax imposed by
this Act to the extent deducted from gross income for
the taxable year;

(C) The amount of deductions allowed to the
partnership pursuant to Section 707 (c) of the Internal
Revenue Code in calculating its taxable income;

(D) An amount equal to the amount of the capital
gain deduction allowable under the Internal Revenue
Code, to the extent deducted from gross income in the
computation of taxable income;

(D-5) For taxable years 2001 and thereafter, an

amount equal to the bonus depreciation deduction taken
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on the taxpayer's federal income tax return for the
taxable year under subsection (k) of Section 168 of the

Internal Revenue Code; except that, for taxable years

beginning on or after January 1, 2016, for property

acquired by purchase, as defined in subsection (d) of

Section 179 of the Internal Revenue Code, by a small

business, the modification shall be in an amount equal

to the depreciation deduction taken on the taxpaver's

federal income tax return for property that is

depreciable pursuant to Section 167 of the Internal

Revenue Code; for purposes of this paragraph (D-5),

"small business" means an individual sole proprietor,

corporation, trust, or partnership, including its

affiliates, that is independently owned and operated,

not dominant in its field, and has average gross annual

sales for the taxable vyear and the 2 previous taxable

vears of less than $10,000,000;

(D-6) If the taxpayer sells, transfers, abandons,
or otherwise disposes of property for which the
taxpayer was required in any taxable year to make an
addition modification under subparagraph (D-5), then
an amount equal to the aggregate amount of the
deductions taken in all taxable years under
subparagraph (0) with respect to that property.

If the taxpayer continues to own property through

the 1last day of the last tax year for which the
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taxpayer may claim a depreciation deduction for
federal income tax purposes and for which the taxpayer
was allowed in any taxable year to make a subtraction
modification under subparagraph (0), then an amount
equal to that subtraction modification.

The taxpayer 1s required to make the addition
modification under this subparagraph only once with
respect to any one piece of property;

(D-7) An amount equal to the amount otherwise
allowed as a deduction in computing base income for
interest paid, accrued, or incurred, directly or
indirectly, (i) for taxable years ending on or after
December 31, 2004, to a foreign person who would be a
member of the same unitary business group but for the
fact the foreign person's business activity outside
the United States 1s 80% or more of the foreign
person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily
required to apportion business income under different
subsections of Section 304. The addition modification
required by this subparagraph shall be reduced to the

extent that dividends were included in base income of
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the wunitary group for the same taxable vyear and
received by the taxpayer or by a member of the
taxpayer's unitary business group (including amounts
included 1in gross income pursuant to Sections 951
through 964 of the Internal Revenue Code and amounts
included 1in gross 1income under Section 78 of the
Internal Revenue Code) with respect to the stock of the
same person to whom the interest was paid, accrued, or
incurred.
This paragraph shall not apply to the following:

(i) an ditem of interest paid, accrued, or
incurred, directly or indirectly, to a person who
is subject in a foreign country or state, other
than a state which requires mandatory wunitary
reporting, to a tax on or measured by net income
with respect to such interest; or

(ii) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person if
the taxpayer can establish, based on a
preponderance of the evidence, both of the
following:

(a) the person, during the same taxable
year, paid, accrued, or incurred, the interest
to a person that is not a related member, and

(b) the transaction giving rise to the

interest expense between the taxpayer and the
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person did not have as a principal purpose the

avoidance of Illinois income tax, and is paid

pursuant to a contract or agreement that
reflects an arm's-length interest rate and
terms; or

(1ii) the taxpayer can establish, based on
clear and convincing evidence, that the interest
paid, accrued, or incurred relates to a contract or
agreement entered into at arm's-length rates and
terms and the principal purpose for the payment is
not federal or Illinois tax avoidance; or

(iv) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person if
the taxpayer establishes by clear and convincing
evidence that the adjustments are unreasonable; or
if the taxpayer and the Director agree in writing
to the application or use of an alternative method
of apportionment under Section 304 (f).

Nothing in this subsection shall preclude the
Director from making any other adjustment
otherwise allowed under Section 404 of this Act for
any tax year beginning after the effective date of
this amendment provided such adjustment is made
pursuant to regulation adopted by the Department
and such regulations provide methods and standards

by which the Department will utilize its authority
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under Section 404 of this Act; and

(D-8) An amount equal to the amount of intangible
expenses and costs otherwise allowed as a deduction in
computing base income, and that were paid, accrued, or
incurred, directly or indirectly, (1) for taxable
years ending on or after December 31, 2004, to a
foreign person who would be a member of the same
unitary business group but for the fact that the
foreign person's business activity outside the United
States is 80% or more of that person's total business
activity and (ii) for taxable years ending on or after
December 31, 2008, to a person who would be a member of
the same unitary business group but for the fact that
the person 1is prohibited wunder Section 1501 (a) (27)
from being included in the wunitary business group
because he or she is ordinarily required to apportion
business income under different subsections of Section
304. The addition modification required by this
subparagraph shall be reduced to the extent that
dividends were included in base income of the unitary
group for the same taxable year and received by the
taxpayer or by a member of the taxpayer's unitary
business group (including amounts included in gross
income pursuant to Sections 951 through 964 of the
Internal Revenue Code and amounts included in gross

income under Section 78 of the Internal Revenue Code)
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with respect to the stock of the same person to whom
the 1intangible expenses and costs were directly or
indirectly paid, incurred or accrued. The preceding
sentence shall not apply to the extent that the same
dividends caused a reduction to the addition
modification required under Section 203(d) (2) (D-7) of
this Act. As wused in this subparagraph, the term
"intangible expenses and costs" includes (1) expenses,
losses, and costs for, or related to, the direct or
indirect acquisition, use, maintenance or management,
ownership, sale, exchange, or any other disposition of
intangible property; (2) losses incurred, directly or
indirectly, from factoring transactions or discounting
transactions; (3) royalty, patent, technical, and
copyright fees; (4) 1licensing fees; and (5) other
similar expenses and costs. For purposes of this
subparagraph, "intangible property" includes patents,
patent applications, trade names, trademarks, service
marks, copyrights, mask works, trade secrets, and
similar types of intangible assets;
This paragraph shall not apply to the following:

(i) any item of intangible expenses or costs
paid, accrued, or incurred, directly or
indirectly, from a transaction with a person who is
subject in a foreign country or state, other than a

state which requires mandatory unitary reporting,
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to a tax on or measured by net income with respect
to such item; or

(ii) any item of intangible expense or cost
paid, accrued, or incurred, directly or
indirectly, 1if the taxpayer can establish, based
on a preponderance of the evidence, both of the
following:

(a) the person during the same taxable
year paid, accrued, or incurred, the
intangible expense or cost to a person that is
not a related member, and

(b) the transaction giving rise to the
intangible expense or cost between the
taxpayer and the person did not have as a
principal purpose the avoidance of 1Illinois
income tax, and is paid pursuant to a contract
or agreement that reflects arm's-length terms;
or
(iii) any item of intangible expense or cost

paid, accrued, or incurred, directly or
indirectly, from a transaction with a person if the
taxpayer establishes by clear and convincing
evidence, that the adjustments are unreasonable;
or 1f the taxpayer and the Director agree 1in
writing to the application or use of an alternative

method of apportionment under Section 304 (f);
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Nothing in this subsection shall preclude the
Director from making any other adjustment
otherwise allowed under Section 404 of this Act for
any tax year beginning after the effective date of
this amendment provided such adjustment is made
pursuant to regulation adopted by the Department
and such regulations provide methods and standards
by which the Department will utilize its authority
under Section 404 of this Act;

(D-9) For taxable years ending on or after December
31, 2008, an amount equal to the amount of insurance
premium expenses and costs otherwise allowed as a
deduction in computing base income, and that were paid,
accrued, or incurred, directly or indirectly, to a
person who would be a member of the same unitary
business group but for the fact that the person is
prohibited under Section 1501 (a) (27) from Dbeing
included in the unitary business group because he or
she 1is ordinarily required to apportion Dbusiness
income under different subsections of Section 304. The
addition modification required by this subparagraph
shall be reduced to the extent that dividends were
included in base income of the unitary group for the
same taxable year and received by the taxpayer or by a
member of the taxpayer's unitary business group

(including amounts included 1in gross income under
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Sections 951 through 964 of the Internal Revenue Code
and amounts included in gross income under Section 78
of the Internal Revenue Code) with respect to the stock
of the same person to whom the premiums and costs were
directly or indirectly paid, incurred, or accrued. The
preceding sentence does not apply to the extent that
the same dividends caused a reduction to the addition
modification required under Section 203(d) (2) (D-7) or
Section 203 (d) (2) (D-8) of this Act;

(D-10) An amount equal to the credit allowable to
the taxpayer under Section 218(a) of this Act,
determined without regard to Section 218 (c) of this
Act;

(D-11) For taxable vyears ending on or after

December 31, 2015, an amount equal to the deduction

allowed under Section 199 of the Internal Revenue Code

for the taxable vyear;

and by deducting from the total so obtained the following

amounts:

(E) The valuation limitation amount;

(F) An amount equal to the amount of any tax
imposed by this Act which was refunded to the taxpayer
and included in such total for the taxable year;

(G) An amount equal to all amounts included in
taxable income as modified by subparagraphs (A), (B),

(C) and (D) which are exempt from taxation by this
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State either by reason of its statutes or Constitution
or by reason of the Constitution, treaties or statutes
of the United States; provided that, in the case of any
statute of this State that exempts income derived from
bonds or other obligations from the tax imposed under
this Act, the amount exempted shall be the interest net
of bond premium amortization;

(H) Any income of the partnership which
constitutes personal service 1income as defined in
Section 1348 (b) (1) of the Internal Revenue Code (as
in effect December 31, 1981) or a reasonable allowance
for compensation paid or accrued for services rendered
by partners to the partnership, whichever is greater;
this subparagraph (H) is exempt from the provisions of
Section 250;

(I) An amount equal to all amounts of income
distributable to an entity subject to the Personal
Property Tax Replacement Income Tax imposed by
subsections (c¢) and (d) of Section 201 of this Act
including amounts distributable to organizations
exempt from federal income tax by reason of Section
501 (a) of the Internal Revenue Code; this subparagraph
(I) is exempt from the provisions of Section 250;

(J) With the exception of any amounts subtracted
under subparagraph (G), an amount equal to the sum of

all amounts disallowed as deductions by (i) Sections
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171(a) (2), and 265(2) of the Internal Revenue Code,
and all amounts of expenses allocable to interest and
disallowed as deductions by Section 265(1) of the
Internal Revenue Code; and (ii) for taxable years
ending on or after August 13, 1999, Sections 171 (a) (2),
265, 280C, and 832 (b) (5) (B) (1) of the Internal Revenue
Code, plus, (iii) for taxable years ending on or after
December 31, 2011, Section 45G(e) (3) of the Internal
Revenue Code and, for taxable years ending on or after
December 31, 2008, any amount included in gross income
under Section 87 of the Internal Revenue Code; the
provisions of this subparagraph are exempt from the
provisions of Section 250;

(K) An amount equal to those dividends included in
such total which were paid by a corporation which
conducts business operations in a River Edge
Redevelopment Zone or zones created under the River
Edge Redevelopment Zone Act and conducts substantially
all of its operations from a River Edge Redevelopment
Zone or zones. This subparagraph (K) is exempt from the
provisions of Section 250;

(L) An amount equal to any contribution made to a
job training project established pursuant to the Real
Property Tax Increment Allocation Redevelopment Act;

(M) An amount equal to those dividends included in

such total that were paid by a corporation that
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conducts business operations in a federally designated
Foreign Trade Zone or Sub-Zone and that is designated a
High Impact Business 1located in Illinois; provided
that dividends eligible for the deduction provided in
subparagraph (K) of paragraph (2) of this subsection
shall not be eligible for the deduction provided under
this subparagraph (M) ;

(N) An amount equal to the amount of the deduction
used to compute the federal income tax credit for
restoration of substantial amounts held under claim of
right for the taxable year pursuant to Section 1341 of
the Internal Revenue Code;

(O) For taxable years 2001 and thereafter, for the
taxable year in which the bonus depreciation deduction
is taken on the taxpayer's federal income tax return
under subsection (k) of Section 168 of the Internal
Revenue Code and for each applicable taxable vyear
thereafter, an amount equal to "x", where:

(1) "y" equals the amount of the depreciation
deduction taken for the taxable year on the
taxpayer's federal income tax return on property
for which the Dbonus depreciation deduction was
taken in any year under subsection (k) of Section
168 of the Internal Revenue Code, but not including
the bonus depreciation deduction;

(2) for taxable years ending on or Dbefore



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300

- 112 - LRB099 14379 HLH 38474 b

December 31, 2005, "x" equals "y" multiplied by 30
and then divided by 70 (or "y" multiplied by
0.429); ard

(3) for taxable years ending after December
31, 2005:

(1) for ©property on which a Dbonus
depreciation deduction of 30% of the adjusted
basis was taken, "x" equals "y" multiplied by
30 and then divided by 70 (or "y" multiplied by
0.429); and

(ii) for ©property on which a bonus
depreciation deduction of 50% of the adjusted
basis was taken, "x" equals "y" multiplied by
1.0; and =

(4) for taxable vears beginning on and after

January 1, 2016, in the case of a small business,

for property acqguired by purchase as defined in

subsection (d) of Section 179 of the Internal

Revenue Code, "x" equals the basis of the property

used to compute the depreciation deduction for

federal income tax purposes; for purposes of this

paragraph (0) (4), "small business" means an

individual sole proprietor, corporation, trust, or

partnership, including its affiliates, that is

independently owned and operated, not dominant in

its field, and has average gross annual sales for
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the taxable year and the 2 previous taxable vyears

of less than $10,000,000.

The aggregate amount deducted under this
subparagraph in all taxable years for any one piece of
property may not exceed the amount of the bonus
depreciation deduction taken on that property on the
taxpayer's federal income tax return under subsection
(k) of Section 168 of the Internal Revenue Code. This
subparagraph (0) 1is exempt from the provisions of
Section 250;

(P) If the taxpayer sells, transfers, abandons, or
otherwise disposes of property for which the taxpayer
was required in any taxable year to make an addition
modification under subparagraph (D-5), then an amount
equal to that addition modification.

If the taxpayer continues to own property through
the last day of the 1last tax year for which the
taxpayer may claim a depreciation deduction for
federal income tax purposes and for which the taxpayer
was required in any taxable year to make an addition
modification under subparagraph (D-5), then an amount
equal to that addition modification.

The taxpayer is allowed to take the deduction under
this subparagraph only once with respect to any one
piece of property.

This subparagraph (P) is exempt from the
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provisions of Section 250;

(Q) The amount of (i) any interest income (net of
the deductions allocable thereto) taken into account
for the taxable year with respect to a transaction with
a taxpayer that 1is required to make an addition
modification with respect to such transaction under
Section 203 (a) (2) (D-17), 203 (b) (2) (E-12),
203 (c) (2) (G=12), or 203(d) (2) (D=7), but not to exceed
the amount of such addition modification and (ii) any
income from intangible property (net of the deductions
allocable thereto) taken into account for the taxable
year with respect to a transaction with a taxpayer that
is required to make an addition modification with
respect to such transaction under Section
203 (a) (2) (D-18), 203(b) (2) (E-13), 203(c) (2) (G-13), or
203 (d) (2) (D-8), but not to exceed the amount of such
addition modification. This subparagraph (Q) is exempt
from Section 250;

(R) An amount equal to the interest income taken
into account for the taxable vyear (net of the
deductions allocable thereto) with respect to
transactions with (i) a foreign person who would be a
member of the taxpayer's unitary business group but for
the fact that the foreign person's business activity
outside the United States is 80% or more of that

person's total business activity and (ii) for taxable
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years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily
required to apportion business income under different
subsections of Section 304, but not to exceed the
addition modification required to be made for the same
taxable year under Section 203 (d) (2) (D-7) for interest
paid, accrued, or incurred, directly or indirectly, to
the same person. This subparagraph (R) is exempt from
Section 250;

(S) An amount equal to the income from intangible
property taken into account for the taxable year (net
of the deductions allocable thereto) with respect to
transactions with (i) a foreign person who would be a
member of the taxpayer's unitary business group but for
the fact that the foreign person's business activity
outside the United States 1is 80% or more of that
person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily

required to apportion business income under different
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subsections of Section 304, but not to exceed the
addition modification required to be made for the same
taxable year under Section 203 (d) (2) (D-8) for
intangible expenses and costs ©paid, accrued, or
incurred, directly or indirectly, to the same person.
This subparagraph (S) is exempt from Section 250; and
(T) For taxable years ending on or after December
31, 2011, in the case of a taxpayer who was required to
add back any insurance premiums under Section
203(d) (2) (D-9), such taxpayer may elect to subtract
that part of a reimbursement received from the
insurance company equal to the amount of the expense or
loss (including expenses 1incurred by the insurance
company) that would have been taken into account as a
deduction for federal income tax purposes 1if the
expense or loss had been uninsured. If a taxpayer makes
the election provided for by this subparagraph (T), the
insurer to which the premiums were paid must add back
to income the amount subtracted by the taxpayer
pursuant to this subparagraph (T). This subparagraph

(T) is exempt from the provisions of Section 250.

Gross income; adjusted gross income; taxable income.
(1) In general. Subject to the provisions of paragraph

and subsection (b) (3), for purposes of this Section

and Section 803 (e), a taxpayer's gross income, adjusted
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gross income, or taxable income for the taxable year shall
mean the amount of gross income, adjusted gross income or
taxable income properly reportable for federal income tax
purposes for the taxable year under the provisions of the
Internal Revenue Code. Taxable income may be less than
zero. However, for taxable vyears ending on or after
December 31, 1986, net operating loss carryforwards from
taxable years ending prior to December 31, 1986, may not
exceed the sum of federal taxable income for the taxable
year before net operating loss deduction, plus the excess
of addition modifications over subtraction modifications
for the taxable year. For taxable years ending prior to
December 31, 1986, taxable income may never be an amount in
excess of the net operating loss for the taxable year as
defined in subsections (c) and (d) of Section 172 of the
Internal Revenue Code, provided that when taxable income of
a corporation (other than a Subchapter S corporation),
trust, or estate is less than zero and addition
modifications, other than those provided by subparagraph
(E) of paragraph (2) of subsection (b) for corporations or
subparagraph (E) of paragraph (2) of subsection (c) for
trusts and estates, exceed subtraction modifications, an
addition modification must be made under those
subparagraphs for any other taxable year to which the
taxable income less than zero (net operating loss) is

applied under Section 172 of the Internal Revenue Code or
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under subparagraph (E) of paragraph (2) of this subsection
(e) applied in conjunction with Section 172 of the Internal
Revenue Code.

(2) Special rule. For purposes of paragraph (1) of this
subsection, the taxable income properly reportable for
federal income tax purposes shall mean:

(A) Certain life insurance companies. In the case
of a life insurance company subject to the tax imposed
by Section 801 of the 1Internal Revenue Code, 1life
insurance company taxable income, plus the amount of
distribution from pre-1984 policyholder surplus
accounts as calculated wunder Section 81l5a of the
Internal Revenue Code;

(B) Certain other insurance companies. In the case
of mutual insurance companies subject to the tax
imposed by Section 831 of the Internal Revenue Code,
insurance company taxable income;

(C) Regulated investment companies. In the case of
a regulated investment company subject to the tax
imposed by Section 852 of the Internal Revenue Code,
investment company taxable income;

(D) Real estate investment trusts. In the case of a
real estate investment trust subject to the tax imposed
by Section 857 of the Internal Revenue Code, real
estate investment trust taxable income;

(E) Consolidated corporations. In the case of a
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corporation which is a member of an affiliated group of
corporations filing a consolidated income tax return
for the taxable year for federal income tax purposes,
taxable income determined as if such corporation had
filed a separate return for federal income tax purposes
for the taxable year and each preceding taxable year
for which it was a member of an affiliated group. For
purposes of this subparagraph, the taxpayer's separate
taxable income shall be determined as if the election
provided by Section 243 (b) (2) of the Internal Revenue
Code had been in effect for all such years;

(F) Cooperatives. In the case of a cooperative
corporation or association, the taxable income of such
organization determined in accordance with the
provisions of Section 1381 through 1388 of the Internal
Revenue Code, but without regard to the prohibition
against offsetting losses from patronage activities
against income from nonpatronage activities; except
that a cooperative corporation or association may make
an election to follow its federal income tax treatment
of patronage losses and nonpatronage losses. In the
event such election is made, such losses shall be
computed and carried over in a manner consistent with
subsection (a) of Section 207 of this Act and
apportioned by the apportionment factor reported by

the cooperative on its Illinois income tax return filed
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for the taxable year in which the losses are incurred.
The election shall be effective for all taxable years
with original returns due on or after the date of the
election. In addition, the cooperative may file an
amended return or returns, as allowed under this Act,
to provide that the election shall be effective for
losses incurred or carried forward for taxable years
occurring prior to the date of the election. Once made,
the election may only be revoked upon approval of the
Director. The Department shall adopt rules setting
forth requirements for documenting the elections and
any resulting Illinois net loss and the standards to be
used by the Director in evaluating requests to revoke
elections. Public Act 96-932 is declaratory of
existing law;

(G) Subchapter S corporations. In the case of: (i)
a Subchapter S corporation for which there is in effect
an election for the taxable year under Section 1362 of
the Internal Revenue Code, the taxable income of such
corporation determined 1n accordance with Section
1363 (b) of the 1Internal Revenue Code, except that
taxable income shall take into account those items
which are required by Section 1363(b) (1) of the
Internal Revenue Code to be separately stated; and (ii)
a Subchapter S corporation for which there is in effect

a federal election to opt out of the provisions of the
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Subchapter S Revision Act of 1982 and have applied

instead the prior federal Subchapter S rules as in

effect on July 1, 1982, the taxable income of such
corporation determined in accordance with the federal

Subchapter S rules as in effect on July 1, 1982; and

(H) Partnerships. In the case of a partnership,
taxable income determined in accordance with Section

703 of the Internal Revenue Code, except that taxable

income shall take into account those items which are

required by Section 703 (a) (1) to be separately stated
but which would be taken into account by an individual
in calculating his taxable income.

(3) Recapture of business expenses on disposition of
asset or business. Notwithstanding any other law to the
contrary, 1if 1in prior vyears income from an asset or
business has been classified as business income and in a
later year is demonstrated to be non-business income, then
all expenses, without limitation, deducted in such later
year and 1in the 2 immediately preceding taxable vyears
related to that asset or business that generated the
non-business income shall be added back and recaptured as
business income in the year of the disposition of the asset
or business. Such amount shall be apportioned to Illinois
using the greater of the apportionment fraction computed
for the business under Section 304 of this Act for the

taxable year or the average of the apportionment fractions
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computed for the business under Section 304 of this Act for
the taxable year and for the 2 immediately preceding

taxable years.

(f) Valuation limitation amount.

(1) In general. The wvaluation limitation amount
referred to in subsections (a) (2) (G), (c) (2) (I) and
(d) (2) (E) is an amount equal to:

(A) The sum of the pre-August 1, 1969 appreciation
amounts (to the extent consisting of gain reportable
under the provisions of Section 1245 or 1250 of the
Internal Revenue Code) for all property in respect of
which such gain was reported for the taxable year; plus

(B) The lesser of (i) the sum of the pre-August 1,
1969 appreciation amounts (to the extent consisting of
capital gain) for all property in respect of which such
gain was reported for federal income tax purposes for
the taxable year, or (ii) the net capital gain for the
taxable year, reduced in either case by any amount of
such gain included in the amount determined under
subsection (a) (2) (F) or (c) (2) (H).

(2) Pre-August 1, 1969 appreciation amount.

(A) If the fair market wvalue of property referred
to in paragraph (1) was readily ascertainable on August
1, 1969, the pre-August 1, 1969 appreciation amount for

such property is the lesser of (i) the excess of such
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fair market wvalue over the taxpayer's Dbasis (for
determining gain) for such property on that date
(determined under the Internal Revenue Code as 1in
effect on that date), or (ii) the total gain realized
and reportable for federal income tax purposes 1in
respect of the sale, exchange or other disposition of
such property.

(B) If the fair market value of property referred
to in paragraph (1) was not readily ascertainable on
August 1, 1969, the pre-August 1, 1969 appreciation
amount for such property is that amount which bears the
same ratio to the total gain reported in respect of the
property for federal income tax purposes for the
taxable year, as the number of full calendar months in
that part of the taxpayer's holding period for the
property ending July 31, 1969 bears to the number of
full calendar months in the taxpayer's entire holding
period for the property.

(C) The Department shall prescribe such
regulations as may be necessary to carry out the

purposes of this paragraph.

Double deductions. Unless specifically ©provided

otherwise, nothing in this Section shall permit the same item

to be deducted more than once.
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(h) Legislative intention. Except as expressly provided by
this Section there shall be no modifications or limitations on
the amounts of income, gain, loss or deduction taken into
account in determining gross income, adjusted gross income or
taxable income for federal income tax purposes for the taxable
year, or 1in the amount of such items entering into the
computation of base income and net income under this Act for
such taxable year, whether in respect of property values as of
August 1, 1969 or otherwise.

(Source: P.A. 96-45, eff. 7-15-09; 96-120, eff. 8-4-09; 96-198,
eff. 8-10-09; 96-328, eff. 8-11-09; 96-520, eff. 8-14-09;
96-835, eff. 12-16-09; 96-932, eff. 1-1-11; 96-935, eff.
6-21-10; 96-1214, eff. 7-22-10; 97-333, eff. 8-12-11; 97-507,

eff. 8-23-11; 97-905, eff. 8-7-12.)

(35 ILCS 5/304) (from Ch. 120, par. 3-304)

Sec. 304. Business income of persons other than residents.

(a) In general. The business income of a person other than
a resident shall be allocated to this State if such person's
business income is derived solely from this State. If a person
other than a resident derives business income from this State
and one or more other states, then, for tax years ending on or

before December 30, 1998, and for tax vyears ending on or after

December 31, 2015, and except as otherwise provided by this

Section, such person's business income shall be apportioned to

this State by multiplying the income by a fraction, the
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numerator of which is the sum of the property factor (if any),
the payroll factor (if any) and 200% of the sales factor (if
any), and the denominator of which is 4 reduced by the number
of factors other than the sales factor which have a denominator
of zero and by an additional 2 if the sales factor has a
denominator of zero. For tax years ending on or after December

31, 1998 and ending on or before December 30, 2015, and except

as otherwise provided by this Section, persons other than
residents who derive business income from this State and one or
more other states shall compute their apportionment factor by
weighting their property, payroll, and sales factors as
provided in subsection (h) of this Section.

(1) Property factor.

(A) The property factor is a fraction, the numerator of
which is the average wvalue of the person's real and
tangible personal property owned or rented and used in the
trade or business in this State during the taxable year and
the denominator of which is the average value of all the
person's real and tangible personal property owned or
rented and used in the trade or business during the taxable
year.

(B) Property owned by the person is wvalued at its
original cost. Property rented by the person is valued at 8
times the net annual rental rate. Net annual rental rate is
the annual rental rate paid by the person less any annual

rental rate received by the person from sub-rentals.
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(C) The average value of property shall be determined
by averaging the values at the beginning and ending of the
taxable year but the Director may require the averaging of
monthly wvalues during the taxable vyear 1f reasonably
required to reflect properly the average wvalue of the
person's property.

(2) Payroll factor.

(A) The payroll factor is a fraction, the numerator of
which is the total amount paid in this State during the
taxable vyear by the person for compensation, and the
denominator of which 1s the total compensation paid
everywhere during the taxable year.

(B) Compensation is paid in this State if:

(1) The individual's service is performed entirely
within this State;

(ii) The individual's service 1is performed both
within and without +this State, but the service
performed without this State 1is incidental to the
individual's service performed within this State; or

(1iii) Some of the service is performed within this
State and either the base of operations, or if there is
no base of operations, the place from which the service
is directed or controlled is within this State, or the
base of operations or the place from which the service
is directed or controlled is not in any state in which

some part of the service 1is performed, but the
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individual's residence is in this State.

(iv) Compensation paid to nonresident professional
athletes.

(a) General. The 1Illinois source income of a
nonresident individual who is a member of a
professional athletic team includes the portion of the
individual's total compensation for services performed
as a member of a professional athletic team during the
taxable year which the number of duty days spent within
this State performing services for the team in any
manner during the taxable vyear bears to the total
number of duty days spent both within and without this
State during the taxable year.

(b) Travel days. Travel days that do not involve
either a game, practice, team meeting, or other similar
team event are not considered duty days spent in this
State. However, such travel days are considered in the
total duty days spent both within and without this
State.

(c) Definitions. For purposes of this subpart
(1v) :

(1) The term "professional athletic team"
includes, but is not limited to, any professional
baseball, basketball, football, soccer, or hockey
team.

(2) The term "member of a professional
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athletic team" includes those employees who are
active players, players on the disabled list, and
any other persons required to travel and who travel
with and perform services on behalf of a
professional athletic team on a regular basis.
This includes, but is not limited to, coaches,
managers, and trainers.

(3) Except as provided in items (C) and (D) of
this subpart (3), the term "duty days" means all
days during the taxable year from the beginning of
the professional athletic team's official
pre-season training period through the last game
in which the team competes or is scheduled to
compete. Duty days shall be counted for the year in
which they occur, including where a team's
official pre-season training period through the
last game in which the team competes or 1is
scheduled to compete, occurs during more than one
tax year.

(A) Duty days shall also include days on
which a member of a professional athletic team
performs service for a team on a date that does
not fall within the foregoing period (e.g.,
participation in instructional leagues, the
"All Star Game", or promotional "caravans").

Performing a service for a ©professional
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athletic team includes conducting training and
rehabilitation activities, when such
activities are conducted at team facilities.

(B) Also included in duty days are game
days, ©practice days, days spent at team
meetings, promotional caravans, preseason
training camps, and days served with the team
through all post-season games in which the team
competes or is scheduled to compete.

(C) Duty days for any person who joins a
team during the period from the beginning of
the professional athletic team's official
pre-season training period through the last
game in which the team competes, or 1is
scheduled to compete, shall begin on the day
that person joins the team. Conversely, duty
days for any person who leaves a team during
this period shall end on the day that person
leaves the team. Where a person switches teams
during a taxable year, a separate duty-day
calculation shall be made for the period the
person was with each team.

(D) Days for which a member of a
professional athletic team is not compensated
and is not performing services for the team in

any manner, including days when such member of
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a professional athletic team  has been
suspended without pay and prohibited from
performing any services for the team, shall not
be treated as duty days.

(E) Days for which a member of a
professional athletic team is on the disabled
list and does not conduct rehabilitation
activities at facilities of the team, and 1is
not otherwise performing services for the team
in Illinois, shall not be considered duty days
spent in this State. All days on the disabled
list, however, are considered to be included in
total duty days spent both within and without
this State.

(4) The term "total compensation for services

performed as a member of a professional athletic
team”" means the total compensation received during

the taxable year for services performed:

(A) from the beginning of the official
pre-season training period through the last
game in which the team competes or is scheduled
to compete during that taxable year; and

(B) during the taxable year on a date which
does not fall within the foregoing period
(e.g., participation in instructional leagues,

the "All Star Game", or promotional caravans).
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This compensation shall include, but is not
limited to, salaries, wages, bonuses as described
in this subpart, and any other type of compensation
paid during the taxable year to a member of a
professional athletic team for services performed
in that year. This compensation does not include
strike benefits, severance pay, termination pay,
contract or option year buy-out payments,
expansion or relocation payments, or any other
payments not related to services performed for the
team.

For purposes of this subparagraph, "bonuses"
included in "total compensation for services
performed as a member of a professional athletic
team" subject to the allocation described in
Section 302 (c) (1) are: bonuses earned as a result
of play (i.e., performance Dbonuses) during the
season, including Dbonuses paid for championship,
playoff or "bowl" games played by a team, or for
selection to all-star league or other honorary
positions; and bonuses paid for signing a
contract, unless the payment of the signing bonus
is not conditional upon the signee playing any
games for the team or performing any subsequent
services for the team or even making the team, the

signing bonus is ©payable separately from the
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salary and any other compensation, and the signing
bonus is nonrefundable.
(3) Sales factor.

(A) The sales factor is a fraction, the numerator of
which is the total sales of the person in this State during
the taxable year, and the denominator of which is the total
sales of the person everywhere during the taxable year.

(B) Sales of tangible personal property are in this
State if:

(i) The property is delivered or shipped to a
purchaser, other than the United States government,
within this State regardless of the f. o. b. point or
other conditions of the sale; or

(1ii) The property is shipped from an office, store,
warehouse, factory or other place of storage in this
State and either the purchaser is the United States
government or the person is not taxable in the state of
the purchaser; provided, however, that premises owned
or leased by a person who has independently contracted
with the seller for the printing of newspapers,
periodicals or books shall not be deemed to be an
office, store, warehouse, factory or other place of
storage for purposes of this Section. Sales of tangible
personal property are not in this State if the seller
and purchaser would be members of the same unitary

business group but for the fact that either the seller
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or purchaser is a person with 80% or more of total
business activity outside of the United States and the
property is purchased for resale.

(B-1) Patents, copyrights, trademarks, and similar

items of intangible personal property.

(1) Gross receipts from the licensing, sale, or
other disposition of a patent, copyright, trademark,
or similar item of intangible personal property, other
than gross receipts governed by paragraph (B-7) of this
item (3), are in this State to the extent the item is
utilized in this State during the vyear the gross
receipts are included in gross income.

(ii) Place of utilization.

(I) A patent 1is utilized in a state to the
extent that it 1s employed in production,
fabrication, manufacturing, or other processing in
the state or to the extent that a patented product
is produced in the state. If a patent is utilized
in more than one state, the extent to which it is
utilized in any one state shall be a fraction equal
to the gross receipts of the licensee or purchaser
from sales or leases of items produced,
fabricated, manufactured, or processed within that
state using the patent and of patented items
produced within that state, divided by the total of

such gross receipts for all states in which the
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patent is utilized.

(IT) A copyright is utilized in a state to the
extent that printing or other publication
originates in the state. If a copyright is utilized
in more than one state, the extent to which it is
utilized in any one state shall be a fraction equal
to the gross receipts from sales or licenses of
materials printed or published in that state
divided by the total of such gross receipts for all
states in which the copyright is utilized.

(ITI) Trademarks and other items of intangible
personal property governed by this paragraph (B-1)
are utilized in the state in which the commercial
domicile of the licensee or purchaser is located.
(1ii1) If the state of utilization of an item of

property governed by this paragraph (B-1) cannot be
determined from the taxpayer's books and records or
from the books and records of any person related to the
taxpayer within the meaning of Section 267 (b) of the
Internal Revenue Code, 26 U.S.C. 267, the gross
receipts attributable to that item shall be excluded
from both the numerator and the denominator of the
sales factor.

(B-2) Gross receipts from the license, sale, or other

disposition of patents, copyrights, trademarks, and

similar items of intangible personal property, other than
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gross receipts governed by paragraph (B-7) of this item
(3), may be included in the numerator or denominator of the
sales factor only if gross receipts from licenses, sales,
or other disposition of such items comprise more than 50%
of the taxpayer's total gross receipts included in gross
income during the tax year and during each of the 2
immediately preceding tax years; provided that, when a
taxpayer 1is a member of a unitary business group, such
determination shall be made on the basis of the gross
receipts of the entire unitary business group.

(B-5) For taxable years ending on or after December 31,
2008, except as provided in subsections (ii) through (vii),
receipts from the sale of telecommunications service or
mobile telecommunications service are in this State if the
customer's service address is in this State.

(1) For purposes of this subparagraph (B-5), the
following terms have the following meanings:

"Ancillary services" means services that are
associated with or incidental to the provision of
"telecommunications services", including but not
limited to "detailed telecommunications billing",
"directory assistance", "vertical service", and "voice
mail services".

"Air-to-Ground Radiotelephone service" means a
radio service, as that term is defined in 47 CFR 22.99,

in which common carriers are authorized to offer and
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provide radio telecommunications service for hire to
subscribers in aircraft.

"Call-by-call Basis" means any method of charging
for telecommunications services where the price 1is
measured by individual calls.

"Communications Channel" means a physical or
virtual path of communications over which signals are
transmitted between or among customer channel
termination points.

"Conference bridging service" means an "ancillary
service" that 1links two or more participants of an
audio or wvideo conference call and may include the
provision of a telephone number. "Conference bridging
service" does not include the "telecommunications
services" used to reach the conference bridge.

"Customer Channel Termination Point"™ means the
location where the customer either inputs or receives
the communications.

"Detailed telecommunications billing service"
means an "ancillary service" of separately stating
information pertaining to individual calls on a
customer's billing statement.

"Directory assistance" means an "ancillary
service" of providing telephone number information,
and/or address information.

"Home service provider" means the facilities based
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carrier or reseller with which the customer contracts
for the provision of mobile telecommunications
services.

"Mobile telecommunications service" means
commercial mobile radio service, as defined in Section
20.3 of Title 47 of the Code of Federal Regulations as
in effect on June 1, 1999.

"Place of primary use" means the street address
representative of where the customer's use of the
telecommunications service primarily occurs, which
must be the residential street address or the primary
business street address of the customer. In the case of
mobile telecommunications services, "place of primary
use" must be within the licensed service area of the
home service provider.

"Post-paid telecommunication service" means the
telecommunications service obtained by making a
payment on a call-by-call basis either through the use
of a credit card or payment mechanism such as a bank
card, travel card, credit card, or debit card, or by
charge made to a telephone number which is not
associated with the origination or termination of the
telecommunications service. A  post-paid calling
service includes telecommunications service, except a
prepaid wireless calling service, that would be a

prepaid calling service except it is not exclusively a
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telecommunication service.

"Prepaid telecommunication service" means the
right to access exclusively telecommunications
services, which must be paid for in advance and which
enables the origination of calls using an access number
or authorization code, whether manually or
electronically dialed, and that is sold in
predetermined units or dollars of which the number
declines with use in a known amount.

"Prepaid Mobile telecommunication service" means a
telecommunications service that provides the right to
utilize mobile wireless service as well as other
non-telecommunication services, including Dbut not
limited to ancillary services, which must be paid for
in advance that 1s sold in predetermined units or
dollars of which the number declines with use in a
known amount.

"Private communication service" means a
telecommunication service that entitles the customer
to exclusive or priority use of a communications
channel or group of channels Dbetween or among
termination points, regardless of the manner in which
such channel or channels are connected, and includes
switching capacity, extension lines, stations, and any
other associated services that are provided in

connection with the use of such channel or channels.
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"Service address" means:

(a) The location of the telecommunications
equipment to which a customer's call is charged and
from which the call originates or terminates,
regardless of where the call is billed or paid;

(b) If the location in line (a) 1is not known,
service address means the origination point of the
signal of the telecommunications services first
identified by either the seller's
telecommunications system or in information
received by the seller from its service provider
where the system used to transport such signals is
not that of the seller; and

(c) If the locations in line (a) and line (b)
are not known, the service address means the
location of the customer's place of primary use.
"Telecommunications service" means the electronic

transmission, conveyance, or routing of voice, data,
audio, wvideo, or any other information or signals to a
point, or between or among points. The term
"telecommunications service" includes such
transmission, conveyance, or routing in which computer
processing applications are used to act on the form,
code or protocol of the content for purposes of
transmission, conveyance or routing without regard to

whether such service 1s referred to as voice over
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Internet protocol services or 1is classified by the
Federal Communications Commission as enhanced or value

added. "Telecommunications service" does not include:
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(a) Data processing and information services
that allow data to be generated, acquired, stored,
processed, or retrieved and delivered Dby an
electronic transmission to a purchaser when such
purchaser's primary purpose for the underlying
transaction is the processed data or information;

(b) Installation or maintenance of wiring or
equipment on a customer's premises;

(c) Tangible personal property;

(d) Advertising, including but not limited to
directory advertising.

(e) Billing and collection services provided
to third parties;

(f) Internet access service;

(g) Radio and television audio and video
programming services, regardless of the medium,
including the furnishing of transmission,
conveyance and routing of such services by the
programming service provider. Radio and television
audio and video programming services shall include
but not be limited to cable service as defined in
47 USC 522(6) and audio and video programming

services delivered by commercial mobile radio
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service providers, as defined in 47 CFR 20.3;

(h) "Ancillary services"; or

(1) Digital products "delivered
electronically", including but not limited to
software, music, video, reading materials or ring
tones.

"Vertical service" means an "ancillary service"
that 1is offered in connection with one or more
"telecommunications services", which offers advanced
calling features that allow customers to identify
callers and to manage multiple calls and call
connections, including "conference bridging services".

"Voice mail service" means an "ancillary service"
that enables the customer to store, send or receive
recorded messages. "Voice mail service" does not
include any "vertical services" that the customer may
be required to have in order to utilize the "voice mail
service".

(ii) Receipts from the sale of telecommunications
service sold on an individual call-by-call basis are in
this State if either of the following applies:

(a) The call both originates and terminates in
this State.

(b) The call either originates or terminates
in this State and the service address is located in

this State.
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(iid) Receipts from the sale of postpaid
telecommunications service at retail are in this State
if the origination point of the telecommunication
signal, as first identified by the service provider's
telecommunication system or as identified by
information received by the seller from its service
provider if the system used to transport
telecommunication signals 1is not the seller's, is
located in this State.

(iv) Receipts from the sale of prepaid
telecommunications service or prepaid mobile
telecommunications service at retail are in this State
if the purchaser obtains the prepaid card or similar
means of conveyance at a location in this State.
Receipts from recharging a prepaid telecommunications
service or mobile telecommunications service 1s 1in
this State if the purchaser's billing information
indicates a location in this State.

(v) Receipts from the sale of private
communication services are in this State as follows:

(a) 100% of receipts from charges imposed at
each channel termination point in this State.

(b) 100% of receipts from charges for the total
channel mileage Dbetween each channel termination
point in this State.

(c) 50% of the total receipts from charges for
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service segments when those segments are between 2

customer channel termination points, 1 of which is

located in this State and the other is located
outside of this State, which segments are
separately charged.

(d) The receipts from charges for service
segments with a channel termination point located
in this State and in two or more other states, and
which segments are not separately billed, are in
this State based on a percentage determined by
dividing the number of customer channel
termination points in this State Dby the total
number of customer channel termination points.

(vi) Receipts from charges for ancillary services
for telecommunications service sold to customers at
retail are 1in this State if the customer's primary
place of use of telecommunications services associated
with those ancillary services 1s in this State. If the
seller of those ancillary services cannot determine
where the associated telecommunications are located,
then the ancillary services shall be based on the
location of the purchaser.

(vii) Receipts to access a carrier's network or
from the sale of telecommunication services or
ancillary services for resale are in this State as

follows:
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(a) 100% of the receipts from access fees
attributable to intrastate telecommunications
service that both originates and terminates in

this State.

X

(b) 50% of the receipts from access fees
attributable to interstate telecommunications
service 1f the interstate call either originates
or terminates in this State.

(c) 100% of the receipts from interstate end
user access line charges, if the customer's
service address is in this State. As used in this
subdivision, "interstate end wuser access line
charges" includes, but 1is not limited to, the
surcharge approved by the federal communications
commission and levied pursuant to 47 CFR 69.

(d) Gross receipts from sales of
telecommunication services or from ancillary
services for telecommunications services sold to
other telecommunication service ©providers for
resale shall be sourced to this State using the
apportionment concepts used for non-resale
receipts of telecommunications services 1if the
information 1is readily available to make that
determination. If the information is not readily
available, then the taxpayer may use any other

reasonable and consistent method.
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(B-7) For taxable years ending on or after December 31,
2008, receipts from the sale of broadcasting services are
in this State if the broadcasting services are received in
this State. For purposes of this paragraph (B-7), the
following terms have the following meanings:

"Advertising revenue" means consideration received
by the taxpayer in exchange for broadcasting services
or allowing the Dbroadcasting of commercials or
announcements in connection with the broadcasting of
film or radio programming, from sponsorships of the
programming, or from product placements in the
programming.

"Audience factor" means the ratio that the
audience or subscribers located in this State of a
station, a network, or a cable system bears to the
total audience or total subscribers for that station,
network, or cable system. The audience factor for film
or radio programming shall be determined by reference
to the books and records of the taxpayer or by
reference to published rating statistics provided the
method used by the taxpayer is consistently used from
year to year for this purpose and fairly represents the
taxpayer's activity in this State.

"Broadcast" or "broadcasting" or "broadcasting
services" means the transmission or provision of film

or radio programming, whether through the public
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airwaves, by cable, by direct or indirect satellite
transmission, or by any other means of communication,
either through a station, a network, or a cable system.

"Film" or "film programming" means the broadcast
on television of any and all performances, events, or
productions, 1including but not limited to news,
sporting events, plays, stories, or other literary,
commercial, educational, or artistic works, either
live or through the use of wvideo tape, disc, or any
other type of format or medium. Each episode of a
series of films produced for television shall
constitute separate "film" notwithstanding that the
series relates to the same principal subject and is
produced during one or more tax periods.

"Radio" or "radio programming" means the broadcast
on radio of any and all performances, events, or
productions, including but not limited to news,
sporting events, plays, stories, or other literary,
commercial, educational, or artistic works, either
live or through the use of an audio tape, disc, or any
other format or medium. Each episode in a series of
radio programming produced for radio broadcast shall
constitute a separate "radio programming"
notwithstanding that the series relates to the same
principal subject and is produced during one or more

tax periods.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300

- 147 - LRB099 14379 HLH 38474 b

(i) In the case of advertising revenue from
broadcasting, the customer is the advertiser and
the service 1is received in this State 1f the
commercial domicile of the advertiser is in this
State.

(1i) In the case where film or radio
programming is broadcast by a station, a network,
or a cable system for a fee or other remuneration
received from the recipient of the broadcast, the
portion of the service that is received in this
State is measured by the portion of the recipients
of the broadcast located in this State.
Accordingly, the fee or other remuneration for
such service that is included in the 1Illinois
numerator of the sales factor is the total of those
fees or other remuneration received from
recipients in Illinois. For purposes of this
paragraph, a taxpayer may determine the location
of the recipients of its broadcast wusing the
address of the recipient shown in its contracts
with the recipient or using the billing address of
the recipient in the taxpayer's records.

(1ii) In the case where film or —radio
programming is broadcast by a station, a network,
or a cable system for a fee or other remuneration

from the person providing the programming, the
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portion of the broadcast service that is received
by such station, network, or cable system in this
State 1is measured by the portion of recipients of
the broadcast located in this State. Accordingly,
the amount o0of revenue related to such an
arrangement that is included in the 1Illinois
numerator of the sales factor is the total fee or
other total remuneration from the person providing
the programming related to that broadcast
multiplied by the TIllinois audience factor for
that broadcast.

(1iv) In the case where film or radio
programming is provided by a taxpayer that is a
network or station to a customer for broadcast in
exchange for a fee or other remuneration from that
customer the broadcasting service 1is received at
the location of the office of the customer from
which the services were ordered in the regular
course of the customer's trade or Dbusiness.
Accordingly, in such a case the revenue derived by
the taxpayer that is included in the taxpayer's
Illinois numerator of the sales factor 1s the
revenue from such customers who receive the
broadcasting service in Illinois.

(v) In the case where film or radio programming

is provided by a taxpayer that is not a network or
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station to another person for broadcasting in
exchange for a fee or other remuneration from that
person, the broadcasting service 1is received at
the location of the office of the customer from
which the services were ordered in the regular
course of the customer's trade or Dbusiness.
Accordingly, in such a case the revenue derived by
the taxpayer that is included in the taxpayer's
Illinois numerator of the sales factor 1is the
revenue from such customers who receive the
broadcasting service in Illinois.

(B-8) Gross receipts from winnings under the Illinois
Lottery Law from the assignment of a prize under Section
13-1 of the 1Illinois Lottery Law are received in this
State. This paragraph (B-8) applies only to taxable years
ending on or after December 31, 2013.

(C) For taxable years ending before December 31, 2008,
sales, other than sales governed by paragraphs (B), (B-1),
(B-2), and (B-8) are in this State if:

(1) The income-producing activity is performed in
this State; or

(ii) The income-producing activity 1is performed
both within and without this State and a greater
proportion of the income-producing activity is
performed within this State than without this State,

based on performance costs.
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(C-5) For taxable years ending on or after December 31,
2008, sales, other than sales governed by paragraphs (B),
(B-1), (B-2), (B-5), and (B-7), are in this State if any of

the following criteria are met:
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(1) Sales from the sale or lease of real property
are in this State if the property is located in this
State.

(ii) Sales from the lease or rental of tangible
personal property are in this State if the property is
located in this State during the rental period. Sales
from the lease or rental of tangible personal property
that is characteristically moving property, including,
but not limited to, motor vehicles, rolling stock,
aircraft, vessels, or mobile equipment are in this
State to the extent that the property is used in this
State.

(iii) In the case of interest, net gains (but not
less than =zero) and other items of income from
intangible personal property, the sale is in this State
if:

(a) in the case of a taxpayer who is a dealer
in the item of intangible personal property within
the meaning of Section 475 of the Internal Revenue
Code, the income or gain is received from a
customer in this State. For purposes of this

subparagraph, a customer is in this State if the
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customer is an individual, trust or estate who is a

resident of this State and, for all other

customers, 1f the customer's commercial domicile
is 1in this State. Unless the dealer has actual
knowledge of the residence or commercial domicile
of a customer during a taxable year, the customer
shall be deemed to be a customer in this State if
the billing address of the customer, as shown in
the records of the dealer, is in this State; or

(b) in all other cases, if the
income-producing activity of the taxpayer is
performed in this State or, if the
income-producing activity of the taxpayer 1is

performed both within and without this State, if a

greater proportion of the income-producing

activity of the taxpayer is performed within this

State than in any other state, based on performance

costs.

(iv) Sales of services are 1in this State if the
services are received in this State. For the purposes
of this section, gross receipts from the performance of
services provided to a corporation, partnership, or
trust may only be attributed to a state where that
corporation, partnership, or trust has a fixed place of
business. If the state where the services are received

is not readily determinable or is a state where the
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corporation, partnership, or trust receiving the
service does not have a fixed place of business, the
services shall be deemed to be received at the location
of the office of the customer from which the services
were ordered in the regular course of the customer's
trade or business. If the ordering office cannot be
determined, the services shall be deemed to be received
at the office of the customer to which the services are
billed. If the taxpayer 1is not taxable in the state in
which the services are received, the sale must be
excluded from both the numerator and the denominator of
the sales factor. The Department shall adopt rules
prescribing where specific types of service are
received, including, but not limited to, publishing,
and utility service.

(D) For taxable years ending on or after December 31,
1995, the following items of income shall not be included
in the numerator or denominator of the sales factor:
dividends; amounts included under Section 78 of the
Internal Revenue Code; and Subpart F income as defined in
Section 952 of the Internal Revenue Code. No inference
shall be drawn from the enactment of this paragraph (D) in
construing this Section for taxable years ending before
December 31, 1995.

(E) Paragraphs (B-1) and (B-2) shall apply to tax years

ending on or after December 31, 1999, provided that a
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taxpayer may elect to apply the provisions of these
paragraphs to prior tax years. Such election shall be made
in the form and manner prescribed by the Department, shall
be irrevocable, and shall apply to all tax years; provided
that, if a taxpayer's Illinois income tax liability for any
tax year, as assessed under Section 903 prior to January 1,
1999, was computed in a manner contrary to the provisions
of paragraphs (B-1) or (B-2), no refund shall be payable to
the taxpayer for that tax year to the extent such refund is
the result of applying the provisions of paragraph (B-1) or
(B-2) retroactively. In the case of a unitary business
group, such election shall apply to all members of such
group for every tax year such group 1s in existence, but
shall not apply to any taxpayer for any period during which
that taxpayer is not a member of such group.

(b) Insurance companies.

(1) In general. Except as otherwise provided by
paragraph (2), business income of an insurance company for
a taxable vyear shall be apportioned to this State by
multiplying such income by a fraction, the numerator of
which is the direct premiums written for insurance upon
property or risk in this State, and the denominator of
which is the direct premiums written for insurance upon
property or risk everywhere. For purposes of this
subsection, the term "direct premiums written" means the

total amount of direct premiums written, assessments and
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annuity considerations as reported for the taxable year on
the annual statement filed by the company with the Illinois
Director of Insurance in the form approved by the National
Convention of Insurance Commissioners or such other form as
may be prescribed in lieu thereof.

(2) Reinsurance. If the principal source of premiums
written by an insurance company consists of premiums for
reinsurance accepted by it, the business income of such
company shall be apportioned to this State by multiplying
such income by a fraction, the numerator of which is the
sum of (i) direct premiums written for insurance upon
property or risk in this State, plus (ii) premiums written
for reinsurance accepted in respect of property or risk in
this State, and the denominator of which 1is the sum of
(iii) direct premiums written for insurance upon property
or risk everywhere, plus (iv) premiums written for
reinsurance accepted 1in respect of property or risk
everywhere. For purposes of this paragraph, premiums
written for reinsurance accepted in respect of property or
risk in this State, whether or not otherwise determinable,
may, at the election of the company, be determined on the
basis of the ©proportion which premiums written for
reinsurance accepted from companies commercially domiciled
in Illinois bears to premiums written for reinsurance
accepted from all sources, or, alternatively, in the

proportion which the sum of the direct premiums written for
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insurance upon property or risk 1in this State Dby each
ceding company from which reinsurance is accepted bears to
the sum of the total direct premiums written by each such
ceding company for the taxable year. The election made by a
company under this paragraph for its first taxable vyear
ending on or after December 31, 2011, shall be binding for
that company for that taxable year and for all subsequent
taxable years, and may be altered only with the written
permission of the Department, which shall not Dbe
unreasonably withheld.

(c) Financial organizations.

(1) In general. For taxable years ending before
December 31, 2008, business income of a financial
organization shall Dbe apportioned to this State by
multiplying such income by a fraction, the numerator of
which is its business income from sources within this
State, and the denominator of which is its business income
from all sources. For the purposes of this subsection, the
business income of a financial organization from sources
within this State is the sum of the amounts referred to in
subparagraphs (A) through (E) following, but excluding the
adjusted income of an international banking facility as
determined in paragraph (2):

(A) Fees, commissions or other compensation for
financial services rendered within this State;

(B) Gross profits from trading in stocks, bonds or
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other securities managed within this State;

(C) Dividends, and interest from Illinois
customers, which are received within this State;

(D) Interest charged to customers at places of
business maintained within this State for carrying
debit balances of margin accounts, without deduction
of any costs incurred in carrying such accounts; and

(E) Any other gross income resulting from the
operation as a financial organization within this
State. In computing the amounts referred to in
paragraphs (A) through (E) of this subsection, any
amount received by a member of an affiliated group
(determined under Section 1504 (a) of the Internal
Revenue Code but without reference to whether any such
corporation is an "includible corporation" under
Section 1504 (b) of the Internal Revenue Code) from
another member of such group shall be included only to
the extent such amount exceeds expenses of the
recipient directly related thereto.

(2) International Banking Facility. For taxable years

ending before December 31, 2008:

(A) Adjusted Income. The adjusted income of an
international banking facility is 1its income reduced
by the amount of the floor amount.

(B) Floor Amount. The floor amount shall be the

amount, i1if any, determined by multiplying the income of
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the international banking facility by a fraction, not

greater than one, which is determined as follows:
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(1) The numerator shall be:
The average aggregate, determined on a
quarterly basis, of the financial organization's

loans to banks 1in foreign countries, to foreign

domiciled borrowers (except where secured
primarily by real estate) and to foreign
governments and other foreign official

institutions, as reported for its Dbranches,
agencies and offices within the state on 1its
"Consolidated Report of Condition", Schedule A,
Lines 2.c., 5.b., and 7.a., which was filed with
the Federal Deposit Insurance Corporation and
other regulatory authorities, for the year 1980,
minus

The average aggregate, determined on a
quarterly basis, of such loans (other than loans of
an international banking facility), as reported by
the financial institution for its Dbranches,
agencies and offices within the state, on the
corresponding Schedule and lines of the
Consolidated Report of Condition for the current
taxable year, provided, however, that in no case
shall the amount determined in this clause (the

subtrahend) exceed the amount determined in the



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300

- 158 - LRB099 14379 HLH 38474 b

preceding clause (the minuend); and

(1ii) the denominator shall be the average
aggregate, determined on a quarterly basis, of the
international banking facility's loans to banks in
foreign countries, to foreign domiciled borrowers

(except where secured primarily by real estate)

and to foreign governments and other foreign

official institutions, which were recorded in its
financial accounts for the current taxable year.

(C) Change to Consolidated Report of Condition and
in Qualification. In the event the Consolidated Report
of Condition which is filed with the Federal Deposit
Insurance Corporation and other regulatory authorities
is altered so that the information required for
determining the floor amount is not found on Schedule
A, lines 2.c., 5.b. and 7.a., the financial institution
shall notify the Department and the Department may, by
regulations or otherwise, prescribe or authorize the
use of an alternative source for such information. The
financial institution shall also notify the Department
should 1its international Dbanking facility fail to
qualify as such, in whole or in part, or should there
be any amendment or change to the Consolidated Report
of Condition, as originally filed, to the extent such
amendment or change alters the information used in

determining the floor amount.
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(3) For taxable years ending on or after December 31,
2008, the business income of a financial organization shall
be apportioned to this State by multiplying such income by
a fraction, the numerator of which is its gross receipts
from sources in this State or otherwise attributable to
this State's marketplace and the denominator of which is
its gross receipts everywhere during the taxable year.
"Gross receipts" for purposes of this subparagraph (3)
means gross income, including net taxable gain on
disposition of assets, including securities and money
market instruments, when derived from transactions and
activities in the regular course of the financial
organization's trade or business. The following examples
are illustrative:

(i) Receipts from the lease or rental of real or
tangible personal property are in this State if the
property is located in this State during the rental
period. Receipts from the lease or rental of tangible
personal property that 1is characteristically moving
property, including, but not limited to, motor
vehicles, rolling stock, aircraft, vessels, or mobile
equipment are from sources in this State to the extent
that the property is used in this State.

(ii) Interest income, commissions, fees, gains on
disposition, and other receipts from assets in the

nature of loans that are secured primarily by real
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estate or tangible personal property are from sources
in this State if the security is located in this State.

(iii) Interest income, commissions, fees, gains on
disposition, and other receipts from consumer loans
that are not secured by real or tangible personal
property are from sources in this State if the debtor
is a resident of this State.

(iv) Interest income, commissions, fees, gains on
disposition, and other receipts from commercial loans
and installment obligations that are not secured by
real or tangible personal property are from sources in
this State 1f the proceeds of the loan are to be
applied in this State. If it cannot be determined where
the funds are to be applied, the income and receipts
are from sources in this State if the office of the
borrower from which the loan was negotiated in the
regular course of business is located in this State. If
the location of this office cannot be determined, the
income and ©receipts shall be excluded from the
numerator and denominator of the sales factor.

(v) Interest income, fees, gains on disposition,
service charges, merchant discount income, and other
receipts from credit card receivables are from sources
in this State if the card charges are regularly billed
to a customer in this State.

(vi) Receipts from the performance of services,
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including, but not limited to, fiduciary, advisory,
and brokerage services, are 1in this State 1if the
services are received in this State within the meaning
of subparagraph (a) (3) (C-5) (iv) of this Section.

(vii) Receipts from the issuance of travelers
checks and money orders are from sources in this State
if the checks and money orders are issued from a
location within this State.

(viii) Receipts from investment assets and
activities and trading assets and activities are
included in the receipts factor as follows:

(1) Interest, dividends, net gains (but not
less than =zero) and other income from investment
assets and activities from trading assets and
activities shall Dbe included in the receipts
factor. Investment assets and activities and
trading assets and activities include but are not
limited to: investment securities; trading account
assets; federal funds; securities purchased and
sold wunder agreements to resell or repurchase;
options; futures contracts; forward contracts;
notional ©principal contracts such as swaps;
equities; and foreign currency transactions. With
respect to the investment and trading assets and
activities described in subparagraphs (A) and (B)

of this paragraph, the receipts factor shall
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include the amounts described in such
subparagraphs.

(A) The receipts factor shall include the
amount by which interest from federal funds
sold and securities purchased under resale
agreements exceeds interest expense on federal
funds purchased and securities sold under
repurchase agreements.

(B) The receipts factor shall include the
amount by which interest, dividends, gains and
other income from trading assets and
activities, including but not limited to
assets and activities in the matched book, in
the arbitrage Dbook, and foreign currency
transactions, exceed amounts paid in lieu of
interest, amounts paid in lieu of dividends,
and losses from such assets and activities.

(2) The numerator of the receipts factor
includes interest, dividends, net gains (but not
less than zero), and other income from investment
assets and activities and from trading assets and
activities described in paragraph (1) of this
subsection that are attributable to this State.

(A) The amount of interest, dividends, net
gains (but not 1less than zero), and other

income from investment assets and activities
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in the investment account to be attributed to
this State and included in the numerator is
determined by multiplying all such income from
such assets and activities by a fraction, the
numerator of which 1is the gross income from
such assets and activities which are properly
assigned to a fixed place of business of the
taxpayer within this State and the denominator
of which is the gross income from all such
assets and activities.

(B) The amount of interest from federal
funds sold and purchased and from securities
purchased under resale agreements and
securities sold under repurchase agreements
attributable to this State and included in the
numerator 1is determined by multiplying the
amount described in subparagraph (A) of
paragraph (1) of this subsection from such
funds and such securities by a fraction, the
numerator of which 1s the gross income from
such funds and such securities which are
properly assigned to a fixed place of business
of the taxpayer within this State and the
denominator of which is the gross income from
all such funds and such securities.

(C) The amount of interest, dividends,
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gains, and other income from trading assets and
activities, including but not limited to
assets and activities in the matched book, in
the arbitrage Dbook and foreign currency
transactions (but excluding amounts described
in subparagraphs (A) or (B) of this paragraph),
attributable to this State and included in the
numerator 1is determined by multiplying the
amount described in subparagraph (B) of
paragraph (1) of this subsection by a fraction,
the numerator of which is the gross income from
such trading assets and activities which are
properly assigned to a fixed place of business
of the taxpayer within this State and the
denominator of which is the gross income from
all such assets and activities.

(D) Properly assigned, for purposes of
this paragraph (2) of this subsection, means
the investment or trading asset or activity is
assigned to the fixed place of business with
which it has a preponderance of substantive
contacts. An investment or trading asset or
activity assigned by the taxpayer to a fixed
place of business without the State shall be
presumed to have been properly assigned if:

(i) the taxpayer has assigned, in the
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regular course of its business, such asset

or activity on its records to a fixed place

of business consistent with federal or
state regulatory requirements;

(ii) such assignment on its records is
based upon substantive contacts of the
asset or activity to such fixed place of
business; and

(iii) the taxpayer uses such records
reflecting assignment of such assets or
activities for the filing of all state and
local tax returns for which an assignment
of such assets or activities to a fixed
place of business is required.

(E) The presumption of proper assignment
of an investment or trading asset or activity
provided in subparagraph (D) of paragraph (2)
of this subsection may be rebutted upon a
showing by the Department, supported by a
preponderance of the evidence, that the
preponderance of substantive contacts
regarding such asset or activity did not occur
at the fixed place of business to which it was
assigned on the taxpayer's records. If the
fixed place of business that has a

preponderance of substantive contacts cannot
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be determined for an investment or trading
asset or activity to which the presumption in
subparagraph (D) of paragraph (2) of this
subsection does not apply or with respect to
which that presumption has been rebutted, that
asset or activity is properly assigned to the
state in which the taxpayer's commercial
domicile is 1located. For purposes of this
subparagraph (E), it shall Dbe presumed,
subject to rebuttal, that taxpayer's
commercial domicile 1is 1in the state of the
United States or the District of Columbia to
which the greatest number of employees are
regularly connected with the management of the
investment or trading income or out of which
they are working, irrespective of where the
services of such employees are performed, as of
the last day of the taxable year.
(4) (Blank).
(5) (Blank).

(c-1) Federally regulated exchanges. For taxable vyears
ending on or after December 31, 2012, business income of a
federally regulated exchange shall, at the option of the
federally regulated exchange, be apportioned to this State by
multiplying such income by a fraction, the numerator of which

is its business income from sources within this State, and the
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denominator of which is its business income from all sources.
For purposes of this subsection, the business income within
this State of a federally regulated exchange is the sum of the
following:

(1) Receipts attributable to transactions executed on
a physical trading floor if that physical trading floor is
located in this State.

(2) Receipts attributable to all other matching,
execution, or clearing transactions, including without
limitation receipts from the provision of matching,
execution, or clearing services to another entity,
multiplied by (i) for taxable years ending on or after
December 31, 2012 but before December 31, 2013, 63.77%; and
(ii) for taxable years ending on or after December 31,
2013, 27.54%.

(3) All other receipts not governed by subparagraphs
(1) or (2) of this subsection (c-1), to the extent the
receipts would be characterized as "sales in this State"
under item (3) of subsection (a) of this Section.
"Federally regulated exchange" means (i) a "registered

entity" within the meaning of 7 U.S.C. Section 1la(40) (A), (B),
or (C), (ii) an "exchange" or "clearing agency" within the
meaning of 15 U.S.C. Section 78c (a) (1) or (23), (iii) any such
entities regulated under any successor regulatory structure to
the foregoing, and (iv) all taxpayers who are members of the

same unitary business group as a federally regulated exchange,
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determined without regard to the prohibition 1in Section
1501 (a) (27) of this Act against including in a unitary business
group taxpayers who are ordinarily required to apportion
business income under different subsections of this Section;
provided that this subparagraph (iv) shall apply only if 50% or
more of the business receipts of the unitary business group
determined by application of this subparagraph (iv) for the
taxable year are attributable to the matching, execution, or
clearing of transactions conducted by an entity described in
subparagraph (i), (ii), or (iii) of this paragraph.

In no event shall the Illinois apportionment percentage
computed in accordance with this subsection (c-1) for any
taxpayer for any tax vyear Dbe less than the Illinois
apportionment percentage computed under this subsection (c-1)
for that taxpayer for the first full tax year ending on or
after December 31, 2013 for which this subsection (c-1) applied
to the taxpayer.

(d) Transportation services. For taxable vyears ending
before December 31, 2008, Dbusiness income derived from
furnishing transportation services shall be apportioned to
this State in accordance with paragraphs (1) and (2):

(1) Such business income (other than that derived from
transportation by pipeline) shall be apportioned to this
State by multiplying such income by a fraction, the
numerator of which is the revenue miles of the person in

this State, and the denominator of which is the revenue
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miles of the person everywhere. For purposes of this
paragraph, a revenue mile 1is the transportation of 1
passenger or 1 net ton of freight the distance of 1 mile
for a consideration. Where a person 1is engaged in the
transportation of Dboth passengers and freight, the
fraction above referred to shall be determined by means of
an average of the passenger revenue mile fraction and the
freight revenue mile fraction, weighted to reflect the
person's
(A) relative railway operating income from total
passenger and total freight service, as reported to the
Interstate Commerce Commission, in the case of
transportation by railroad, and
(B) relative gross receipts from passenger and
freight transportation, in case of transportation
other than by railroad.

(2) Such business income derived from transportation
by pipeline shall Dbe apportioned to this State by
multiplying such income by a fraction, the numerator of
which is the revenue miles of the person in this State, and
the denominator of which is the revenue miles of the person
everywhere. For the purposes of this paragraph, a revenue
mile is the transportation by pipeline of 1 barrel of oil,
1,000 cubic feet of gas, or of any specified quantity of
any other substance, the distance of 1 mile for a

consideration.
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(3) For taxable years ending on or after December 31,
2008, business income derived from providing
transportation services other than airline services shall
be apportioned to this State by using a fraction, (a) the
numerator of which shall be (i) all receipts from any
movement or shipment of people, goods, mail, oil, gas, or
any other substance (other than by airline) that both
originates and terminates in this State, plus (ii) that
portion of the person's gross receipts from movements or
shipments of people, goods, mail, oil, gas, or any other
substance (other than by airline) that originates in one
state or jurisdiction and terminates in another state or
jurisdiction, that is determined by the ratio that the
miles traveled in this State Dbears to total miles
everywhere and (b) the denominator of which shall be all
revenue derived from the movement or shipment of people,
goods, mail, oil, gas, or any other substance (other than
by airline). Where a taxpayer 1s engaged 1in the
transportation of Dboth passengers and freight, the
fraction above referred to shall first be determined
separately for passenger miles and freight miles. Then an
average of the passenger miles fraction and the freight
miles fraction shall be weighted to reflect the taxpayer's:

(A) relative railway operating income from total
passenger and total freight service, as reported to the

Surface Transportation Board, in the case of
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transportation by railroad; and

(B) relative gross receipts from passenger and
freight transportation, 1in <case of transportation
other than by railroad.
(4) For taxable years ending on or after December 31,

2008, Dbusiness income derived from furnishing airline
transportation services shall be apportioned to this State
by multiplying such income by a fraction, the numerator of
which is the revenue miles of the person in this State, and
the denominator of which is the revenue miles of the person
everywhere. For purposes of this paragraph, a revenue mile
is the transportation of one passenger or one net ton of
freight the distance of one mile for a consideration. If a
person is engaged in the transportation of both passengers
and freight, the fraction above referred to shall be
determined by means of an average of the passenger revenue
mile fraction and the freight revenue mile fraction,
weighted to reflect the person's relative gross receipts
from passenger and freight airline transportation.

(e) Combined apportionment. Where 2 or more persons are
engaged 1in a wunitary business as described in subsection
(a) (27) of Section 1501, a part of which is conducted in this
State by one or more members of the group, the business income
attributable to this State by any such member or members shall
be apportioned by means of the combined apportionment method.

(f) Alternative allocation. If the allocation and
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apportionment provisions of subsections (a) through (e) and of
subsection (h) do not, for taxable years ending before December
31, 2008, fairly represent the extent of a person's business
activity in this State, or, for taxable years ending on or
after December 31, 2008, fairly represent the market for the
person's goods, services, or other sources of business income,
the person may petition for, or the Director may, without a
petition, permit or require, in respect of all or any part of
the person's business activity, if reasonable:

(1) Separate accounting;

(2) The exclusion of any one or more factors;

(3) The inclusion of one or more additional factors
which will fairly represent the ©person's business
activities or market in this State; or

(4) The employment of any other method to effectuate an
equitable allocation and apportionment of the person's
business income.

(g) Cross reference. For allocation of business income by
residents, see Section 301 (a).
(h) For tax years ending on or after December 31, 1998, and

ending on or before December 31, 2015, the apportionment factor

of persons who apportion their business income to this State
under subsection (a) shall be equal to:

(1) for tax years ending on or after December 31, 1998

and before December 31, 1999, 16 2/3% of the property

factor plus 16 2/3% of the payroll factor plus 66 2/3% of
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the sales factor;

(2) for tax years ending on or after December 31, 1999
and before December 31, 2000, 8 1/3% of the property factor
plus 8 1/3% of the payroll factor plus 83 1/3% of the sales
factor;

(3) for tax years ending on or after December 31, 2000,
the sales factor.

If, in any tax year ending on or after December 31, 1998 and
before December 31, 2000, the denominator of the payroll,
property, or sales factor is zero, the apportionment factor
computed in paragraph (1) or (2) of this subsection for that
year shall be divided by an amount equal to 100% minus the
percentage weight given to each factor whose denominator is
equal to zero.

(Source: P.A. 97-507, eff. 8-23-11; 97-636, eff. o6-1-12;
98-478, eff. 1-1-14; 98-496, eff. 1-1-14; 98-756, eff.

7-16-14.)

(35 ILCS 5/309 new)

Sec. 309. Water's edge election; inclusion of tax havens.

(a) As used in this Section:

"Affiliated corporation”" means a United States parent

corporation and any subsidiary of which more than 50% of

the voting stock is owned directly or indirectly by another

corporate member of the water's-edge combined group.

"United States" means the 50 states of the United
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States and the District of Columbia.

"Water's edge combined group" means all corporations

or entities included in the election of a taxpayer under

this Section.

(b) Notwithstanding any other provisions of law, a taxpayer

subject to the taxes imposed under subsections (a) and (b) of

Section 201 of this Act may apportion its income under this

Section. A return under filed by a taxpayer that elects to

apportion its income under this Section must include the income

and apportionment factors of the following affiliated

corporations only:

(1) a corporation incorporated in the United States in

a unitary relationship with the taxpavyer and eligible to be

included in a federal consolidated return as described in

26 U.S.C. 1501 through 1505 that has more than 20% of its

payroll and property assignable to locations inside the

United States; for purposes of determining eligibility for

inclusion in a federal consolidated return under this

subsection (1) (a), the 80% stock ownership requirements of

26 U.S.C. 1504 must be reduced to ownership of over 50% of

the voting stock directly or indirectly owned or controlled

by an includable corporation;

(2) domestic international sales corporations, as

described in 26 U.S.C. 991 through 994, and foreign sales

corporations, as described in 26 U.S.C. 921 through 927;

(3) export trade corporations, as described in 26
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U.S.C. 970 and 971;

(4) foreign corporations deriving gain or loss from

disposition of a United States real property interest to

the extent recognized under 26 U.S.C. 897;

(5) a corporation incorporated outside the United

States if over 50% of its voting stock is owned directly or

indirectly by the taxpayer and if more than 20% of the

average of its payroll and property 1is assignable to a

location inside the United States; or

(6) a corporation that is in a unitary relationship

with the taxpayer and that is incorporated in a tax haven,

including Andorra, Anguilla, Antigua and Barbuda, Aruba,

the Bahamas, Bahrain, Barbados, Belize, Bermuda, British

Virgin Islands, Cayman Islands, Cook 1Islands, Cyprus,

Dominica, Gibraltar, Grenada, Guernsey-Sark-Alderney, Isle

of Man, Jersey, Liberia, Liechtenstein, Luxembourg, Malta,

Marshall Islands, Mauritius, Monaco, Montserrat, Nauru,

Netherlands Antilles, Niue, Panama, Samoa, San Marino,

Seychelles, St. Kitts and Nevis, St. Lucia, St. Vincent and

the Grenadines, Turks and Caicos Islands, U.S. Virgin

Islands, and Vanuatu.

(c) For purposes of paragraphs (1) through (5) of

subsection (b), the location of payroll and property shall be

determined under the individual state's laws and regulations

that set forth the apportionment formulas used to assign net

income subject to taxes on or measured by net income. If a
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state does not impose a tax on or measured by net income,

apportionment is determined under this Act. For the purposes of

paragraph (6) of subsection (b), income shifted to a tax haven,

to the extent taxable, 1is considered income subject to

apportionment.

(d) A water's edge election may be made by a taxpayer and

is effective only if every affiliated corporation subject to

the taxes imposed under this Act consents to the election.

Consent by the common parent of an affiliated group constitutes

consent of all members of the group. An affiliated corporation

that becomes subject to taxes under this Act after the water's

edge election is considered to have consented to the election.

The election must disclose the identity of the taxpayer and the

identity of any affiliated corporation, including an

affiliated corporation incorporated in a tax haven set forth in

paragraph (6) of subsection (b), in which the taxpayer owns

directly or indirectly more than 50% of the voting stock of the

affiliated corporation.

(e) Fach water's edge election must be for a 3-vyear

renewable period. A water's edge election may be changed by a

taxpayer before the end of each 3-year period only with the

permission of the Department. In granting a change of election,

the Department shall impose reasonable conditions that are

necessary to prevent the avoidance of tax or clearly reflect

income for the election period prior to the change.

(f) For the purposes of this Section, dividends received
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from corporations incorporated outside the United States, to

the extent taxable, are considered income subject to

apportionment. The after-tax net income of United States

corporations excluded from eligibility as affiliated

corporations under this Section and possession corporations

described in sections 931 through 934 and 936 of the Internal

Revenue Code are considered dividends received from

corporations incorporated outside the United States. Eighty

percent of all dividends apportionable under this Section must

be excluded from income subject to apportionment. "Deemed"

distributions, as set forth in section 78 of the Internal

Revenue Code, and corresponding amounts with respect to

dividends considered received under this subsection must be

excluded from the income of the water's-edge combined group.

The dividends apportionable under this subsection are in lieu

of any expenses attributable to dividend income. A dividend

from a corporation required to be combined in the water's edge

combined group must be eliminated from the calculation of

apportionable income.

(35 ILCS 5/901) (from Ch. 120, par. 9-901)

Sec. 901. Collection authority.

(a) In general.

The Department shall collect the taxes imposed by this Act.
The Department shall collect certified past due child support

amounts under Section 2505-650 of the Department of Revenue Law
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(20 ILCS 2505/2505-650) . Except as provided in subsections (c),
(e), (f), (g), and (h) of this Section, money collected
pursuant to subsections (a) and (b) of Section 201 of this Act
shall be paid into the General Revenue Fund 1in the State
treasury; money collected pursuant to subsections (c) and (d)
of Section 201 of this Act shall be paid into the Personal
Property Tax Replacement Fund, a special fund in the State
Treasury; and money collected under Section 2505-650 of the
Department of Revenue Law (20 ILCS 2505/2505-650) shall be paid
into the Child Support Enforcement Trust Fund, a special fund
outside the State Treasury, or to the State Disbursement Unit
established under Section 10-26 of the Illinois Public Aid
Code, as directed by the Department of Healthcare and Family
Services.

(b) Local Government Distributive Fund.

Beginning August 1, 1969, and continuing through June 30,
1994, the Treasurer shall transfer each month from the General
Revenue Fund to a special fund in the State treasury, to be
known as the "Local Government Distributive Fund", an amount
equal to 1/12 of the net revenue realized from the tax imposed
by subsections (a) and (b) of Section 201 of this Act during
the preceding month. Beginning July 1, 1994, and continuing
through June 30, 1995, the Treasurer shall transfer each month
from the General Revenue Fund to the Local Government
Distributive Fund an amount equal to 1/11 of the net revenue

realized from the tax imposed by subsections (a) and (b) of
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Section 201 of this Act during the preceding month. Beginning
July 1, 1995 and continuing through January 31, 2011, the
Treasurer shall transfer each month from the General Revenue
Fund to the Local Government Distributive Fund an amount equal
to the net of (1) 1/10 of the net revenue realized from the tax
imposed Dby subsections (a) and (b) of Section 201 of the
Illinois Income Tax Act during the preceding month (ii) minus,
beginning July 1, 2003 and ending June 30, 2004, $6,666,660,
and beginning July 1, 2004, =zero. Beginning February 1, 2011,
and continuing through January 31, 2015, the Treasurer shall
transfer each month from the General Revenue Fund to the Local
Government Distributive Fund an amount equal to the sum of (1)
6% (10% of the ratio of the 3% individual income tax rate prior
to 2011 to the 5% individual income tax rate after 2010) of the
net revenue realized from the tax imposed by subsections (a)
and (b) of Section 201 of this Act upon individuals, trusts,
and estates during the preceding month and (ii) 6.86% (10% of
the ratio of the 4.8% corporate income tax rate prior to 2011
to the 7% corporate income tax rate after 2010) of the net
revenue realized from the tax imposed by subsections (a) and
(b) of Section 201 of this Act upon corporations during the

preceding month. Beginning February 1, 2015 and continuing

through January 31, 2016 dJamgary—3+—>2625, the Treasurer shall

transfer each month from the General Revenue Fund to the Local
Government Distributive Fund an amount equal to the sum of (1)

8% (10% of the ratio of the 3% individual income tax rate prior
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to 2011 to the 3.75% individual income tax rate after 2014) of
the net revenue realized from the tax imposed by subsections
(a) and (b) of Section 201 of this Act wupon individuals,
trusts, and estates during the preceding month and (ii) 9.14%
(105 of the ratio of the 4.8% corporate income tax rate prior
to 2011 to the 5.25% corporate income tax rate after 2014) of
the net revenue realized from the tax imposed by subsections
(a) and (b) of Section 201 of this Act upon corporations during

the preceding month. Beginning February 1, 2016 and continuing

through January 31, 2025, the Treasurer shall transfer each

month from the General Revenue Fund to the Local Government

Distributive Fund an amount equal to the sum of (i) 7.2% (9% of

the ratio of the 3% individual income tax rate prior to 2011 to

the 3.75% individual income tax rate after 2014) of the net

revenue realized from the tax imposed by subsections (a) and

(b) of Section 201 of this Act upon individuals, trusts, and

estates during the preceding month and (ii) 8.23% (9% of the

ratio of the 4.8% corporate income tax rate prior to 2011 to

the 5.25% corporate income tax rate after 2014) of the net

revenue realized from the tax imposed by subsections (a) and

(b) of Section 201 of this Act upon corporations during the

preceding month. Beginning February 1, 2025, the Treasurer

shall transfer each month from the General Revenue Fund to the

Local Government Distributive Fund an amount equal to the sum

of (i) 8.31% 8—23% (9%34B% of the ratio of the 3% individual

income tax rate prior to 2011 to the 3.25% individual income
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tax rate after 2024) of the net revenue realized from the tax
imposed by subsections (a) and (b) of Section 201 of this Act
upon individuals, trusts, and estates during the preceding

month and (ii) 9% #68% of the net revenue realized from the tax

imposed by subsections (a) and (b) of Section 201 of this Act
upon corporations during the preceding month. Net revenue
realized for a month shall be defined as the revenue from the
tax imposed by subsections (a) and (b) of Section 201 of this
Act which 1is deposited in the General Revenue Fund, the
Education Assistance Fund, the 1Income Tax Surcharge Local
Government Distributive Fund, the Fund for the Advancement of
FEducation, and the Commitment to Human Services Fund during the
month minus the amount paid out of the General Revenue Fund in
State warrants during that same month as refunds to taxpayers
for overpayment of liability wunder the tax imposed by
subsections (a) and (b) of Section 201 of this Act.

Beginning on August 26, 2014 (the effective date of Public
Act 98-1052), the Comptroller shall perform the transfers
required by this subsection (b) no later than 60 days after he
or she receives the <certification from the Treasurer as
provided in Section 1 of the State Revenue Sharing Act.

(c) Deposits Into Income Tax Refund Fund.

(1) Beginning on January 1, 1989 and thereafter, the
Department shall deposit a percentage of the amounts
collected pursuant to subsections (a) and (b) (1), (2), and

(3), of Section 201 of this Act into a fund in the State
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treasury known as the Income Tax Refund Fund. The
Department shall deposit 6% of such amounts during the
period beginning January 1, 1989 and ending on June 30,
1989. Beginning with State fiscal year 1990 and for each
fiscal year thereafter, the percentage deposited into the
Income Tax Refund Fund during a fiscal year shall be the
Annual Percentage. For fiscal years 1999 through 2001, the
Annual Percentage shall be 7.1%. For fiscal year 2003, the
Annual Percentage shall be 8%. For fiscal year 2004, the
Annual Percentage shall be 11.7%. Upon the effective date
of this amendatory Act of the 93rd General Assembly, the
Annual Percentage shall be 10% for fiscal year 2005. For
fiscal year 2006, the Annual Percentage shall be 9.75%. For
fiscal year 2007, the Annual Percentage shall be 9.75%. For
fiscal year 2008, the Annual Percentage shall be 7.75%. For
fiscal year 2009, the Annual Percentage shall be 9.75%. For
fiscal year 2010, the Annual Percentage shall be 9.75%. For
fiscal year 2011, the Annual Percentage shall be 8.75%. For
fiscal year 2012, the Annual Percentage shall be 8.75%. For
fiscal year 2013, the Annual Percentage shall be 9.75%. For
fiscal year 2014, the Annual Percentage shall be 9.5%. For
fiscal year 2015, the Annual Percentage shall be 10%. For
all other fiscal years, the Annual Percentage shall be
calculated as a fraction, the numerator of which shall be
the amount of refunds approved for payment by the

Department during the preceding fiscal year as a result of
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overpayment of tax liability under subsections (a) and
(b) (1), (2), and (3) of Section 201 of this Act plus the
amount of such refunds remaining approved but unpaid at the
end of the preceding fiscal vyear, minus the amounts
transferred into the Income Tax Refund Fund from the
Tobacco Settlement Recovery Fund, and the denominator of
which shall be the amounts which will be collected pursuant
to subsections (a) and (b) (1), (2), and (3) of Section 201
of this Act during the preceding fiscal year; except that
in State fiscal year 2002, the Annual Percentage shall in
no event exceed 7.6%. The Director of Revenue shall certify
the Annual Percentage to the Comptroller on the last
business day of the fiscal year immediately preceding the
fiscal year for which it is to be effective.

(2) Beginning on January 1, 1989 and thereafter, the
Department shall deposit a percentage of the amounts
collected pursuant to subsections (a) and (b) (6), (7), and
(8), (c) and (d) of Section 201 of this Act into a fund in
the State treasury known as the Income Tax Refund Fund. The
Department shall deposit 18% of such amounts during the
period beginning January 1, 1989 and ending on June 30,
1989. Beginning with State fiscal year 1990 and for each
fiscal year thereafter, the percentage deposited into the
Income Tax Refund Fund during a fiscal year shall be the
Annual Percentage. For fiscal years 1999, 2000, and 2001,

the Annual Percentage shall be 19%. For fiscal year 2003,
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the Annual Percentage shall be 27%. For fiscal year 2004,
the Annual Percentage shall be 32%. Upon the effective date
of this amendatory Act of the 93rd General Assembly, the
Annual Percentage shall be 24% for fiscal year 2005. For

fiscal year 2006, the Annual Percentage shall be 20%. For

fiscal year 2007, the Annual Percentage shall be 17.5%. For
fiscal year 2008, the Annual Percentage shall be 15.5%. For
fiscal year 2009, the Annual Percentage shall be 17.5%. For
fiscal year 2010, the Annual Percentage shall be 17.5%. For
fiscal year 2011, the Annual Percentage shall be 17.5%. For
fiscal year 2012, the Annual Percentage shall be 17.5%. For

fiscal year 2013, the Annual Percentage shall be 14%. For
fiscal year 2014, the Annual Percentage shall be 13.4%. For
fiscal year 2015, the Annual Percentage shall be 14%. For
all other fiscal years, the Annual Percentage shall be
calculated as a fraction, the numerator of which shall be
the amount of refunds approved for payment by the
Department during the preceding fiscal year as a result of
overpayment of tax liability under subsections (a) and
(b) (6), (7)), and (8), (c) and (d) of Section 201 of this
Act plus the amount of such refunds remaining approved but
unpaid at the end of the preceding fiscal year, and the
denominator of which shall be the amounts which will be
collected pursuant to subsections (a) and (b) (6), (7), and
(8), (c) and (d) of Section 201 of this Act during the

preceding fiscal year; except that in State fiscal vyear
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2002, the Annual Percentage shall in no event exceed 23%.
The Director of Revenue shall certify the Annual Percentage
to the Comptroller on the last business day of the fiscal
year immediately preceding the fiscal year for which it is
to be effective.

(3) The Comptroller shall order transferred and the
Treasurer shall transfer from the Tobacco Settlement
Recovery Fund to the Income Tax Refund Fund (i) $35,000,000
in January, 2001, (ii) $35,000,000 in January, 2002, and
(1iii) $35,000,000 in January, 2003.

(d) Expenditures from Income Tax Refund Fund.

(1) Beginning January 1, 1989, money in the Income Tax
Refund Fund shall be expended exclusively for the purpose
of paying refunds resulting from overpayment of tax
liability under Section 201 of this Act, for paying rebates
under Section 208.1 in the event that the amounts in the
Homeowners' Tax Relief Fund are insufficient for that
purpose, and for making transfers pursuant to this
subsection (d).

(2) The Director shall order payment of refunds
resulting from overpayment of tax liability under Section
201 of this Act from the Income Tax Refund Fund only to the
extent that amounts collected pursuant to Section 201 of
this Act and transfers pursuant to this subsection (d) and
item (3) of subsection (c) have been deposited and retained

in the Fund.
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(3) As soon as possible after the end of each fiscal
year, the Director shall order transferred and the State
Treasurer and State Comptroller shall transfer from the
Income Tax Refund Fund to the Personal Property Tax
Replacement Fund an amount, certified by the Director to
the Comptroller, equal to the excess of the amount
collected pursuant to subsections (c) and (d) of Section
201 of this Act deposited into the Income Tax Refund Fund
during the fiscal year over the amount of refunds resulting
from overpayment of tax liability under subsections (c) and
(d) of Section 201 of this Act paid from the Income Tax
Refund Fund during the fiscal year.

(4) As soon as possible after the end of each fiscal
year, the Director shall order transferred and the State
Treasurer and State Comptroller shall transfer from the
Personal Property Tax Replacement Fund to the Income Tax
Refund Fund an amount, certified by the Director to the
Comptroller, equal to the excess of the amount of refunds
resulting from overpayment of tax liability under
subsections (c) and (d) of Section 201 of this Act paid
from the Income Tax Refund Fund during the fiscal year over
the amount collected pursuant to subsections (c) and (d) of
Section 201 of this Act deposited into the Income Tax
Refund Fund during the fiscal year.

(4.5) As soon as possible after the end of fiscal year

1999 and of each fiscal year thereafter, the Director shall
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order transferred and the State Treasurer and State

Comptroller shall transfer from the Income Tax Refund Fund

to the General Revenue Fund any surplus remaining in the

Income Tax Refund Fund as of the end of such fiscal year;

excluding for fiscal years 2000, 2001, and 2002 amounts

attributable to transfers under item (3) of subsection (c)

less refunds resulting from the earned income tax credit.

(5) This Act shall constitute an irrevocable and
continuing appropriation from the Income Tax Refund Fund
for the purpose of paying refunds upon the order of the

Director in accordance with the provisions of this Section.

(e) Deposits into the Education Assistance Fund and the
Income Tax Surcharge Local Government Distributive Fund.

On July 1, 1991, and thereafter, of the amounts collected
pursuant to subsections (a) and (b) of Section 201 of this Act,
minus deposits into the Income Tax Refund Fund, the Department
shall deposit 7.3% into the Education Assistance Fund in the
State Treasury. Beginning July 1, 1991, and continuing through
January 31, 1993, of the amounts collected pursuant to
subsections (a) and (b) of Section 201 of the Illinois Income
Tax Act, minus deposits into the Income Tax Refund Fund, the
Department shall deposit 3.0% into the Income Tax Surcharge
Local Government Distributive Fund in the State Treasury.
Beginning February 1, 1993 and continuing through June 30,
1993, of the amounts collected pursuant to subsections (a) and

(b) of Section 201 of the Illinois Income Tax Act, minus
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deposits into the Income Tax Refund Fund, the Department shall
deposit 4.4% into the Income Tax Surcharge Local Government
Distributive Fund in the State Treasury. Beginning July 1,
1993, and continuing through June 30, 1994, of the amounts
collected under subsections (a) and (b) of Section 201 of this
Act, minus deposits into the Income Tax Refund Fund, the
Department shall deposit 1.475% into the Income Tax Surcharge
Local Government Distributive Fund in the State Treasury.

(f) Deposits into the Fund for the Advancement of
Education. Beginning February 1, 2015, the Department shall
deposit the following portions of the revenue realized from the
tax imposed upon individuals, trusts, and estates Dby
subsections (a) and (b) of Section 201 of this Act during the
preceding month, minus deposits into the Income Tax Refund
Fund, into the Fund for the Advancement of Education:

(1) beginning February 1, 2015, and prior to February

1, 2025, 1/30; and

(2) beginning February 1, 2025, 1/26.

If the rate of tax imposed by subsection (a) and (b) of
Section 201 is reduced pursuant to Section 201.5 of this Act,
the Department shall not make the deposits required by this
subsection (f) on or after the effective date of the reduction.

(g) Deposits into the Commitment to Human Services Fund.
Beginning February 1, 2015, the Department shall deposit the
following portions of the revenue realized from the tax imposed

upon individuals, trusts, and estates by subsections (a) and
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(b) of Section 201 of this Act during the preceding month,
minus deposits 1into the Income Tax Refund Fund, into the
Commitment to Human Services Fund:

(1) beginning February 1, 2015, and prior to February

1, 2025, 1/30; and

(2) beginning February 1, 2025, 1/26.

If the rate of tax imposed by subsection (a) and (b) of
Section 201 is reduced pursuant to Section 201.5 of this Act,
the Department shall not make the deposits required by this
subsection (g) on or after the effective date of the reduction.

(h) Deposits into the Tax Compliance and Administration
Fund. Beginning on the first day of the first calendar month to
occur on or after August 26, 2014 (the effective date of Public
Act 98-1098), each month the Department shall pay into the Tax
Compliance and Administration Fund, to be wused, subject to
appropriation, to fund additional auditors and compliance
personnel at the Department, an amount equal to 1/12 of 5% of
the cash receipts collected during the preceding fiscal year by
the Audit Bureau of the Department from the tax imposed by
subsections (a), (b)), (c), and (d) of Section 201 of this Act,
net of deposits into the Income Tax Refund Fund made from those
cash receipts.

(Source: P.A. 98-24, eff. ©6-19-13; 98-0674, eff. ©6-30-14;
98-1052, eff. 8-26-14; 98-1098, eff. 8-26-14; 099-78, eff.

7-20-15.)
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(35 ILCS 5/1501) (from Ch. 120, par. 15-1501)
Sec. 1501. Definitions.

(a) In general. When used in this Act, where not otherwise

distinctly expressed or manifestly incompatible with the

intent thereof:

(1) Business income. The term "business income" means
all income that may be treated as apportionable business
income under the Constitution of the United States.
Business income is net of the deductions allocable thereto.
Such term does not include compensation or the deductions
allocable thereto. For each taxable year beginning on or
after January 1, 2003, a taxpayer may elect to treat all
income other than compensation as business income. This
election shall be made in accordance with rules adopted by
the Department and, once made, shall be irrevocable.

(1.5) Captive real estate investment trust:

(A) The term "captive real estate investment
trust" means a corporation, trust, or association:

(1) that is considered a real estate
investment trust for the taxable vyear under
Section 856 of the Internal Revenue Code;

(1i1) the certificates of beneficial interest
or shares of which are not regularly traded on an
established securities market; and

(iii) of which more than 50% of the voting

power or value of the beneficial interest or
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shares, at any time during the last half of the
taxable year, is owned or controlled, directly,
indirectly, or constructively, by a single
corporation.

(B) The term "captive real estate investment

trust" does not include:

(i) a real estate investment trust of which
more than 50% of the voting power or value of the
beneficial interest or shares is owned or
controlled, directly, indirectly, or
constructively, by:

(a) a real estate investment trust, other
than a captive real estate investment trust;

(b) a person who 1is exempt from taxation
under Section 501 of the Internal Revenue Code,
and who 1is not required to treat income
received from the real estate investment trust
as unrelated business taxable income under
Section 512 of the Internal Revenue Code;

(c) a listed Australian property trust, if
no more than 50% of the voting power or wvalue
of the beneficial interest or shares of that
trust, at any time during the last half of the
taxable year, 1s owned or controlled, directly
or indirectly, by a single person;

(d) an entity organized as a trust,
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provided a listed Australian property trust
described in subparagraph (c) owns or
controls, directly or indirectly, or
constructively, 75% or more of the voting power
or value of the beneficial interests or shares
of such entity; or

(e) an entity that is organized outside of
the laws of the United States and that
satisfies all of the following criteria:

(1) at least 75% of the entity's total
asset wvalue at the close of 1its taxable
year 1is represented by real estate assets
(as defined in Section 856 (c) (5) (B) of the
Internal Revenue Code, thereby including
shares or certificates of Dbeneficial
interest 1in any real estate investment
trust), cash and cash equivalents, and
U.S. Government securities;

(2) the entity is not subject to tax on
amounts that are distributed to 1its
beneficial owners or 1s exempt from
entity-level taxation;

(3) the entity distributes at least
85% of its taxable income (as computed in
the jurisdiction in which it is organized)

to the holders of its shares or
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certificates of beneficial interest on an
annual basis;

(4) either (1) the shares or
beneficial interests of the entity are
regularly traded on an established
securities market or (ii) not more than 10%
of the voting power or value in the entity
is held, directly, indirectly, or
constructively, by a single entity or
individual; and

(5) the entity 1s organized in a
country that has entered into a tax treaty
with the United States; or

(ii) during its first taxable year for which it
elects to be treated as a real estate investment
trust under Section 856(c) (1) of the Internal
Revenue Code, a real estate investment trust the
certificates of beneficial interest or shares of
which are not regularly traded on an established
securities market, but only if the certificates of
beneficial interest or shares of the real estate
investment trust are regularly traded on an
established securities market prior to the earlier
of the due date (including extensions) for filing
its return under this Act for that first taxable

year or the date it actually files that return.
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(C) For the purposes of this subsection (1.5), the
constructive ownership rules prescribed under Section
318 (a) of the Internal Revenue Code, as modified by
Section 856 (d) (5) of the Internal Revenue Code, apply
in determining the ownership of stock, assets, or net
profits of any person.

(D) For the purposes of this item (1.5), for
taxable years ending on or after August 16, 2007, the
voting power or value of the beneficial interest or
shares of a real estate investment trust does not
include any voting power or value of Dbeneficial
interest or shares in a real estate investment trust
held directly or indirectly in a segregated asset
account by a life insurance company (as described in
Section 817 of the Internal Revenue Code) to the extent
such wvoting power or value 1is for the benefit of
entities or persons who are either immune from taxation
or exempt from taxation under subtitle A of the
Internal Revenue Code.

(2) Commercial domicile. The term "commercial

domicile" means the principal place from which the trade or

business of the taxpayer is directed or managed.

(3) Compensation. The term "compensation" means wages,

salaries, commissions and any other form of remuneration

paid to employees for personal services.

(4) Corporation. The term "corporation" includes
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associations, Jjoint-stock companies, insurance companies
and cooperatives. Any entity, including a limited
liability company formed under the Illinois Limited
Liability Company Act, shall be treated as a corporation if
it is so classified for federal income tax purposes.

(5) Department. The term "Department" means the
Department of Revenue of this State.

(6) Director. The term "Director" means the Director of
Revenue of this State.

(7) Fiduciary. The term "fiduciary" means a guardian,
trustee, executor, administrator, receiver, or any person
acting in any fiduciary capacity for any person.

(8) Financial organization.

(A) The term "financial organization" means any
bank, bank holding company, trust company, savings
bank, industrial Dbank, land bank, safe deposit
company, private banker, savings and loan association,
building and loan association, credit union, currency
exchange, cooperative bank, small loan company, sales
finance company, investment company, or any person
which is owned by a bank or bank holding company. For
the purpose of this Section a "person" will include
only those persons which a bank holding company may
acquire and hold an interest in, directly or
indirectly, under the provisions of the Bank Holding

Company Act of 1956 (12 U.S.C. 1841, et seq.), except
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where interests 1in any person must be disposed of
within certain required time limits under the Bank
Holding Company Act of 1956.

(B) For purposes of subparagraph (A) of this
paragraph, the term "bank" includes (i) any entity that
is regulated by the Comptroller of the Currency under
the National Bank Act, or by the Federal Reserve Board,
or by the Federal Deposit Insurance Corporation and
(1i) any federally or State chartered bank operating as
a credit card bank.

(C) For purposes of subparagraph (A) of this
paragraph, the term "sales finance company" has the
meaning provided in the following item (i) or (ii):

(i) A person primarily engaged in one or more
of the following businesses: the Dbusiness of
purchasing customer receivables, the business of
making loans upon the security of customer
receivables, the business of making loans for the
express purpose of funding purchases of tangible
personal property or services by the borrower, or
the business of finance leasing. For purposes of
this item (i), "customer receivable" means:

(a) a retail installment contract or
retail charge agreement within the meaning of
the Sales Finance Agency Act, the Retail

Installment Sales Act, or the Motor Vehicle
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Retail Installment Sales Act;

(b) an installment, charge, credit, or
similar contract or agreement arising from the
sale of tangible personal property or services
in a transaction involving a deferred payment
price payable 1in one or more 1installments
subsequent to the sale; or

(c) the outstanding balance of a contract
or agreement described in provisions (a) or (b)
of this item (1i).

A customer receivable need not provide for
payment of interest on deferred payments. A sales
finance company may purchase a customer receivable
from, or make a loan secured Dby a customer
receivable to, the seller in the original
transaction or to a person who purchased the
customer receivable directly or indirectly from
that seller.

(1) A corporation meeting each of the
following criteria:

(a) the corporation must be a member of an
"affiliated group" within the meaning of
Section 1504 (a) of the Internal Revenue Code,
determined without regard to Section 1504 (b)
of the Internal Revenue Code;

(b) more than 50% of the gross income of
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the corporation for the taxable year must be
interest income derived from qualifying loans.
A "qualifying loan" is a loan made to a member
of the corporation's affiliated group that
originates customer receivables (within the
meaning of item (i)) or to whom customer
receivables originated by a member of the
affiliated group have been transferred, to the
extent the average outstanding balance of
loans from that corporation to members of its
affiliated group during the taxable year do not
exceed the limitation amount for that
corporation. The "limitation amount”™ for a
corporation is the average outstanding
balances during the taxable year of customer
receivables (within the meaning of item (1))
originated by all members of the affiliated
group. If the average outstanding balances of
the loans made by a corporation to members of
its affiliated group exceed the limitation
amount, the interest income of that
corporation from qualifying loans shall be
equal to its interest income from loans to
members of its affiliated groups times a
fraction equal to the limitation amount

divided by the average outstanding balances of
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the loans made by that corporation to members
of its affiliated group;

(c) the total of all shareholder's equity
(including, without limitation, paid-in
capital on common and preferred stock and
retained earnings) of the corporation plus the
total of all of its loans, advances, and other
obligations payable or owed to members of its
affiliated group may not exceed 20% of the
total assets of the corporation at any time
during the tax year; and

(d) more than 50% of all interest-bearing
obligations of the affiliated group payable to
persons outside the group determined in
accordance with generally accepted accounting
principles must be obligations of the
corporation.

This amendatory Act of the 91st General Assembly is
declaratory of existing law.

(D) Subparagraphs (B) and (C) of this paragraph are
declaratory of existing law and apply retroactively,
for all tax years beginning on or before December 31,
1996, to all original returns, to all amended returns
filed no later than 30 days after the effective date of
this amendatory Act of 1996, and to all notices issued

on or before the effective date of this amendatory Act
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of 1996 under subsection (a) of Section 903, subsection
(a) of Section 904, subsection (e) of Section 909, or
Section 912. A taxpayer that 1s a "financial
organization" that engages in any transaction with an
affiliate shall be a "financial organization" for all
purposes of this Act.

(E) For all tax vyears beginning on or before
December 31, 1996, a taxpayer that falls within the
definition of a "financial organization" under
subparagraphs (B) or (C) of this paragraph, but who
does not fall within the definition of a "financial
organization" under the Proposed Regulations issued by
the Department of Revenue on July 19, 1996, may
irrevocably elect to apply the Proposed Regulations
for all of +those years as though the Proposed
Regulations had been lawfully promulgated, adopted,
and in effect for all of those years. For purposes of
applying subparagraphs (B) or (C) of this paragraph to
all of those vyears, the election allowed by this
subparagraph applies only to the taxpayer making the
election and to those members of the taxpayer's unitary
business group who are ordinarily required to
apportion business income under the same subsection of
Section 304 of this Act as the taxpayer making the
election. No election allowed by this subparagraph

shall be made under a claim filed under subsection (d)
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of Section 909 more than 30 days after the effective

date of this amendatory Act of 1996.

(F) Finance Leases. For purposes of this
subsection, a finance lease shall be treated as a loan
or other extension of credit, rather than as a lease,
regardless of how the transaction is characterized for
any other purpose, including the purposes of any
regulatory agency to which the lessor is subject. A
finance lease is any transaction in the form of a lease
in which the lessee 1is treated as the owner of the
leased asset entitled to any deduction for
depreciation allowed under Section 167 of the Internal
Revenue Code.

(9) Fiscal vyear. The term "fiscal vyear" means an
accounting period of 12 months ending on the last day of
any month other than December.

(9.5) Fixed place of business. The term "fixed place of
business™ has the same meaning as that term is given in
Section 864 of the Internal Revenue Code and the related
Treasury regulations.

(10) Includes and including. The terms "includes" and
"including" when used in a definition contained in this Act
shall not be deemed to exclude other things otherwise
within the meaning of the term defined.

(11) Internal Revenue Code. The term "Internal Revenue

Code" means the United States Internal Revenue Code of 1954
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or any successor law or laws relating to federal income
taxes in effect for the taxable year.
(11.5) Investment partnership.

(A) The term "investment partnership" means any
entity that is treated as a partnership for federal
income tax purposes that meets the following
requirements:

(i) no less than 90% of the partnership's cost
of its total assets <consists o0of qualifying
investment securities, deposits at banks or other
financial institutions, and office space and
equipment reasonably necessary to carry on its
activities as an investment partnership;

(ii) no 1less than 90% of its gross income
consists of interest, dividends, and gains from
the sale or exchange of qualifying investment
securities; and

(iii) the partnership 1s not a dealer in
qualifying investment securities.

(B) For purposes of this paragraph (11.5), the term
"qualifying investment securities" includes all of the
following:

(1) common stock, including preferred or debt
securities convertible into common stock, and
preferred stock;

(i) bonds, debentures, and other debt
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securities;

(1iii) foreign and domestic currency deposits
secured by federal, state, or local governmental
agencies;

(iv) mortgage or asset-backed securities
secured by federal, state, or local governmental
agencies;

(v) repurchase agreements and loan
participations;

(vi) foreign currency exchange contracts and
forward and futures contracts on foreign
currencies;

(vii) stock and bond index securities and
futures contracts and other similar financial
securities and futures contracts on those
securities;

(viii) options for the purchase or sale of any
of the securities, currencies, contracts, or
financial instruments described in items (i) to
(vii), inclusive;

(ix) regulated futures contracts;

(x) commodities (not described 1in Section
1221 (a) (1) of the Internal Revenue Code) or
futures, forwards, and options with respect to
such commodities, provided, however, that any item

of a physical commodity to which title is actually
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acquired in the partnership's capacity as a dealer

in such commodity shall not be a qualifying

investment security;

(xi) derivatives; and

(xii) a partnership interest in another
partnership that is an investment partnership.

(12) Mathematical error. The term "mathematical error"
includes the following types of errors, omissions, or
defects in a return filed by a taxpayer which prevents
acceptance of the return as filed for processing:

(A) arithmetic errors or incorrect computations on
the return or supporting schedules;

(B) entries on the wrong lines;

(C) omission of required supporting forms or
schedules or the omission of the information in whole
or in part called for thereon; and

(D) an attempt to <claim, exclude, deduct, or
improperly report, in a manner directly contrary to the
provisions of the Act and regulations thereunder any
item of income, exemption, deduction, or credit.

(13) Nonbusiness income. The term "nonbusiness income"
means all income other than business income or
compensation.

(14) Nonresident. The term "nonresident" means a
person who is not a resident.

(15) Paid, incurred and accrued. The terms "paid",
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"incurred" and "accrued" shall be construed according to
the method of accounting upon the basis of which the
person's base income is computed under this Act.

(16) Partnership and partner. The term "partnership"
includes a syndicate, group, pool, Jjoint venture or other
unincorporated organization, through or by means of which
any business, financial operation, or venture is carried
on, and which is not, within the meaning of this Act, a
trust or estate or a corporation; and the term "partner"
includes a member in such syndicate, group, pool, joint
venture or organization.

The term "partnership" includes any entity, including
a limited 1liability company formed under the Illinois
Limited Liability Company Act, classified as a partnership
for federal income tax purposes.

The term "partnership" does not include a syndicate,
group, pool, Joint wventure, or other unincorporated
organization established for the sole purpose of playing
the Illinois State Lottery.

(17) Part-year resident. The term "part-year resident"
means an individual who became a resident during the
taxable year or ceased to be a resident during the taxable
year. Under Section 1501 (a) (20) (A) (1) residence commences
with presence in this State for other than a temporary or
transitory purpose and ceases with absence from this State

for other than a temporary or transitory purpose. Under
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Section 1501 (a) (20) (A) (11) residence commences with the
establishment of domicile in this State and ceases with the
establishment of domicile in another State.

(18) Person. The term "person" shall be construed to
mean and include an individual, a trust, estate,
partnership, association, firm, company, <corporation,
limited liability company, or fiduciary. For purposes of
Section 1301 and 1302 of this Act, a "person" means (i) an
individual, (ii) a corporation, (iii) an officer, agent, or
employee of a corporation, (iv) a member, agent or employee
of a partnership, or (v) a member, manager, employee,
officer, director, or agent of a limited liability company
who 1n such capacity commits an offense specified in
Section 1301 and 1302.

(187A) Records. The term "records" includes all data
maintained by the taxpayer, whether on paper, microfilm,
microfiche, or any type of machine-sensible data
compilation.

(19) Regulations. The term "regulations" includes
rules promulgated and forms prescribed by the Department.

(20) Resident. The term "resident" means:

(A) an individual (i) who 1s in this State for
other than a temporary or transitory purpose during the
taxable year; or (ii) who is domiciled in this State
but is absent from the State for a temporary or

transitory purpose during the taxable year;
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(B) The estate of a decedent who at his or her
death was domiciled in this State;

(C) A trust created by a will of a decedent who at
his death was domiciled in this State; and

(D) An irrevocable trust, the grantor of which was
domiciled in this State at the time such trust became
irrevocable. For purpose of this subparagraph, a trust
shall be considered irrevocable to the extent that the
grantor is not treated as the owner thereof under

Sections 671 through 678 of the Internal Revenue Code.

(21) Sales. The term "sales" means all gross receipts
of the taxpayer not allocated under Sections 301, 302 and
303.

(22) State. The term "state" when applied to a
jurisdiction other than this State means any state of the
United States, the District of Columbia, the Commonwealth
of Puerto Rico, any Territory or Possession of the United
States, and any foreign country, or any political
subdivision of any of the foregoing. For purposes of the
foreign tax credit under Section 601, the term "state"
means any state of the United States, the District of
Columbia, the Commonwealth of Puerto Rico, and any
territory or possession of the United States, or any
political subdivision of any of the foregoing, effective
for tax years ending on or after December 31, 1989.

(23) Taxable year. The term "taxable year" means the
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calendar vyear, or the fiscal vyear ending during such
calendar year, upon the basis of which the base income 1is
computed under this Act. "Taxable year" means, in the case
of a return made for a fractional part of a year under the
provisions of this Act, the period for which such return is
made.

(24) Taxpayer. The term "taxpayer" means any person
subject to the tax imposed by this Act.

(25) International banking facility. The term
international banking facility shall have the same meaning
as is set forth in the Illinois Banking Act or as 1is set
forth in the laws of the United States or regulations of
the Board of Governors of the Federal Reserve System.

(26) Income Tax Return Preparer.

(A) The term "income tax return preparer" means any
person who prepares for compensation, or who employs
one or more persons to prepare for compensation, any
return of tax imposed by this Act or any claim for
refund of tax imposed by this Act. The preparation of a
substantial portion of a return or claim for refund
shall be treated as the preparation of that return or
claim for refund.

(B) A person is not an income tax return preparer
if all he or she does is

(i) furnish typing, reproducing, or other

mechanical assistance;
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(ii) prepare returns or claims for refunds for
the employer by whom he or she is regularly and
continuously employed;

(iii) prepare as a fiduciary returns or claims
for refunds for any person; or

(iv) prepare claims for refunds for a taxpayer
in response to any notice of deficiency issued to
that taxpayer or in response to any waiver of
restriction after the commencement of an audit of
that taxpayer or of another taxpayer if a
determination in the audit of the other taxpayer
directly or indirectly affects the tax liability
of the taxpayer whose claims he or she 1is
preparing.

(27) Unitary business group.

(A) The term "unitary business group" means a group
of persons related through common ownership whose
business activities are integrated with, dependent
upon and contribute to each other. The group will not
include those members whose business activity outside
the United States is 80% or more of any such member's
total business activity; for purposes of this
paragraph and clause (a) (3) (B) (ii) of Section 304,
business activity within the United States shall be
measured by means of the factors ordinarily applicable

under subsections (a), (b)), (c), (d), or (h) of Section
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304 except that, in the case of members ordinarily
required to apportion business income by means of the 3
factor formula of property, payroll and sales
specified in subsection (a) of Section 304, including
the formula as weighted in subsection (h) of Section
304, such members shall not use the sales factor in the
computation and the results of the property and payroll
factor computations of subsection (a) of Section 304
shall be divided by 2 (by one if either the property or
payroll factor has a denominator of zero). The
computation required by the preceding sentence shall,
in each case, 1involve the division of the member's
property, payroll, or revenue miles 1in the United
States, insurance premiums on property or risk in the
United States, or financial organization business
income from sources within the United States, as the
case may be, by the respective worldwide figures for
such items. Common  ownership in the case of
corporations 1s the direct or indirect control or
ownership of more than 50% of the outstanding voting
stock of the persons carrying on unitary business
activity. Unitary business activity can ordinarily be
illustrated where the activities of the members are:
(1) in the same general line (such as manufacturing,
wholesaling, retailing of tangible personal property,

insurance, transportation or finance); or (2) are
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steps in a vertically structured enterprise or process
(such as the steps involved 1in the production of
natural resources, which might include exploration,
mining, refining, and marketing); and, 1in either
instance, the members are functionally integrated
through the exercise of strong centralized management
(where, for example, authority over such matters as
purchasing, financing, tax compliance, product line,
personnel, marketing and capital investment 1is not
left to each member).

(B) In no event, for taxable vyears ending prior to

December 31, 2015, shall any unitary business group

include members which are ordinarily required to
apportion business income under different subsections
of Section 304 except that for tax years ending on or
after December 31, 1987 this prohibition shall not
apply to a holding company that would otherwise be a
member of a unitary business group with taxpayers that
apportion business income under any of subsections
(b), (c¢), (c-1), or (d) of Section 304. If a unitary
business group would, but for the preceding sentence,
include members that are ordinarily required to
apportion business income under different subsections
of Section 304, then for each subsection of Section 304
for which there are two or more members, there shall be

a separate unitary business group composed of such
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members. For purposes of the preceding two sentences, a
member is "ordinarily required to apportion business
income" under a particular subsection of Section 304 if
it would be required to use the apportionment method
prescribed by such subsection except for the fact that
it derives business income solely from Illinois. As
used in this paragraph, the phrase "United States"
means only the 50 states and the District of Columbia,
but does not include any territory or possession of the
United States or any area over which the United States
has asserted jurisdiction or claimed exclusive rights
with respect to the exploration for or exploitation of
natural resources.
(C) Holding companies.

(i) For purposes of this subparagraph, a
"holding company" 1s a corporation (other than a
corporation that is a financial organization under
paragraph (8) of this subsection (a) of Section
1501 because it is a bank holding company under the
provisions of the Bank Holding Company Act of 1956
(12 U.S.C. 1841, et seqg.) or because it is owned by
a bank or a bank holding company) that owns a
controlling interest 1in one or more other
taxpayers ("controlled taxpayers"); that, during
the period that includes the taxable year and the 2

immediately preceding taxable vyears or, 1if the
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corporation was formed during the current or
immediately preceding taxable vyear, the taxable
years in which the corporation has been in
existence, derived substantially all its gross
income from dividends, interest, rents, royalties,
fees or other charges received from controlled
taxpayers for the provision of services, and gains
on the sale or other disposition of interests in
controlled taxpayers or 1in property leased or
licensed to controlled taxpayers or used by the
taxpayer in providing services to controlled
taxpayers; and that incurs no substantial expenses
other than expenses (including interest and other
costs of borrowing) incurred in connection with
the acquisition and holding of interests in
controlled taxpayers and 1in the provision of
services to controlled taxpayers or in the leasing
or licensing of property to controlled taxpayers.
(ii) The income of a holding company which is a
member of more than one unitary business group
shall be included in each unitary business group of
which it is a member on a pro rata basis, by
including 1in each wunitary business group that
portion of the base income of the holding company
that bears the same proportion to the total base

income of the holding company as the gross receipts
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of the unitary business group bears to the combined

gross receipts of all unitary business groups (in

both cases without regard to the holding company)
or on any other reasonable basis, consistently
applied.

(iii) A holding company shall apportion its
business income under the subsection of Section

304 used by the other members of 1its wunitary

business group. The apportionment factors of a

holding company which would be a member of more

than one unitary business group shall be included
with the apportionment factors of each unitary
business group of which it is a member on a pro
rata basis using the same method used in clause

(ii) .

(iv) The provisions of this subparagraph (C)
are intended to clarify existing law.

(D) If including the base income and factors of a
holding company in more than one unitary business group
under subparagraph (C) does not fairly reflect the
degree of integration between the holding company and
one or more of the wunitary business groups, the
dependence of the holding company and one or more of
the unitary business groups upon each other, or the
contributions between the holding company and one or

more of the wunitary business groups, the holding
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company may petition the Director, under the
procedures provided under Section 304 (f), for

permission to include all base income and factors of
the holding company only with members of a unitary
business group apportioning their Dbusiness income
under one subsection of subsections (a), (b)), (c), or
(d) of Section 304. If the petition is granted, the
holding company shall be included in a unitary business
group only with persons apportioning their business
income under the selected subsection of Section 304
until the Director grants a petition of the holding
company either to be included in more than one unitary
business group under subparagraph (C) or to include its
base income and factors only with members of a unitary
business group apportioning their Dbusiness income
under a different subsection of Section 304.

(E) If the unitary Dbusiness group members'
accounting periods differ, the common  parent's
accounting period or, if there is no common parent, the
accounting period of the member that is expected to
have, on a recurring basis, the greatest Illinois
income tax liability must be used to determine whether
to use the apportionment method provided in subsection
(a) or subsection (h) of Section 304. The prohibition
against membership in a unitary business group for

taxpayers ordinarily required to apportion income
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under different subsections of Section 304 does not

apply to taxpayers required to apportion income under

subsection (a) and subsection (h) of Section 304. The
provisions of this amendatory Act of 1998 apply to tax

years ending on or after December 31, 1998.

(28) Subchapter S corporation. The term "Subchapter S
corporation" means a corporation for which there is in
effect an election under Section 1362 of the Internal
Revenue Code, or for which there is a federal election to
opt out of the provisions of the Subchapter S Revision Act
of 1982 and have applied instead the prior federal
Subchapter S rules as in effect on July 1, 1982.

(30) Foreign person. The term "foreign person" means
any person who 1s a nonresident alien individual and any
nonindividual entity, regardless of where created or
organized, whose business activity outside the United
States is 80% or more of the entity's total business

activity.

(b) Other definitions.

(1) Words denoting number, gender, and so forth, when
used in this Act, where not otherwise distinctly expressed
or manifestly incompatible with the intent thereof:

(A) Words importing the singular include and apply
to several persons, parties or things;

(B) Words importing the ©plural include the
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singular; and
(C) Words importing the masculine gender include
the feminine as well.

(2) "Company" or "association" as including successors
and assigns. The word "company" or "association", when used
in reference to a corporation, shall be deemed to embrace
the words "successors and assigns of such company or
association”, and in like manner as 1if these last-named
words, or words of similar import, were expressed.

(3) Other terms. Any term used in any Section of this
Act with respect to the application of, or in connection
with, the provisions of any other Section of this Act shall
have the same meaning as in such other Section.

(Source: P.A. 99-213, eff. 7-31-15.)

Section 15-15. The Property Tax Code i1s amended by changing

Sections 3-40 and 4-20 as follows:

(35 ILCS 200/3-40)

Sec. 3-40. Compensation of supervisors of assessments.

(a) A supervisor of assessments shall receive annual
compensation in an amount fixed by the county board subject to
the following minimum amounts:

In counties with less than 14,000 inhabitants, not less
than $7,500;

In counties with 14,000 or more but less than 30,000



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300 - 218 - LRB099 14379 HLH 38474 b

inhabitants, not less than $8,000;

In counties with 30,000 or more but less than 60,000
inhabitants, not less than $9,000;

In counties with 60,000 or more but less than 100,000
inhabitants, not less than $10,000;

In counties with 100,000 or more but less than 200,000
inhabitants, not less than $11,500;

In counties with 200,000 or more but less than 300,000
inhabitants, not less than $13,000;

In counties with 300,000 or more but less than

1,000,000 inhabitants, not less than $15,000.

For purposes of this subsection, the number of inhabitants
shall be determined by the latest Federal decennial or special
census of the county.

(b) Elected supervisors of assessments who began a term of
office before December 1, 1990 shall be compensated at the rate
of their base salary. "Base salary" is the compensation paid
for their position before July 1, 1989.

(c) Elected supervisors of assessments beginning a term of
office on or after December 1, 1990 shall, beginning December
1, 1993, receive their base salary plus at least 12% of base
salary.

Any supervisor of assessments who has been presented a
Certified Assessing Evaluator Certificate by the International
Association of Assessing Officers shall receive an additional

compensation of $500 per vyear to be paid out of funds
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appropriated to the Department from the Personal Property Tax

Replacement Fund. No additional compensation shall be paid to

supervisors of assessments whose terms of office begin on or

after the effective date of this amendatory Act of the 99th

General Assembly.

The salary set by the county board shall be paid in equal
monthly installments out of the treasury of the county in which
he or she 1is appointed or elected. If the Department has
determined that the total assessed value of property in a
county, as equalized by the supervisor of assessments under
Section 9-210, 1is between 31 1/3% and 35 1/3% of the total fair
cash value of property in the county, subject to appropriation,
the Department shall reimburse the county monthly from the
Personal Property Tax Replacement Fund 50% of the amount of
salary the county paid to the officer for the preceding month.

The county board shall provide necessary office space for
the officer and pay all necessary expenses of the office out of
the county treasury.

Each supervisor of assessments may, with the advice and
consent of the county board, appoint necessary deputies and
clerks, their compensation to be fixed by the county board and
paid by the county.

(Source: P.A. 97-72, eff. 7-1-11.)

(35 ILCS 200/4-20)

Sec. 4-20. Additional compensation based on performance.
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Any assessor in counties with less than 3,000,000 but more than
50,000 inhabitants each year may petition the Department to
receive additional compensation based on performance. To
receive additional compensation, the official's assessment
jurisdiction must meet the following criteria:
(1) the median level of assessment must be no more than
35 1/3% and no less than 31 1/3% of fair cash value of
property in his or her assessment jurisdiction; and
(2) the coefficient of dispersion must not be greater

than 15%.
For purposes of this Section, "coefficient of dispersion" means
the average deviation of all assessments from the median level.
For purposes of this Section, the number of inhabitants shall
be determined by the latest federal decennial census. When the
most recent census shows an increase in inhabitants to over
50,000 or a decrease to 50,000 or fewer, then the assessment
year used to compute the coefficient of dispersion and the most
recent year of the 3-year average level of assessments is the
year that determines qualification for additional
compensation. The Department will promulgate rules and
regulations to determine whether an assessor meets these
criteria.

Any assessor in a county of 50,000 or fewer inhabitants may
petition the Department for consideration to receive
additional compensation each year based on performance. In

order to receive the additional compensation, the assessments
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in the official's assessment Jjurisdiction must meet the
following criteria: (i) the median level of assessments must be
no more than 35 1/3% and no less than 31 1/3% of fair cash value
of property in his or her assessment jurisdiction; and (ii) the
coefficient of dispersion must not be greater than 40% in 1994,
38% in 1995, 36% in 1996, 34% in 1997, 32% in 1998, and 30% in
1999 and every year thereafter.

Real estate transfer declarations used by the Department in
annual sales-assessment ratio studies will be used to evaluate
applications for additional compensation. The Department will
audit other property to determine if the sales-assessment ratio
study data is representative of the assessment jurisdiction. If
the ratio study is found not representative, appraisals and
other information may be utilized. If the ratio study is
representative, upon certification Dby the Department, the
assessor shall receive additional compensation of $3,000 for
that vyear, to be paid out of funds appropriated to the
Department from the Personal Property Tax Replacement Fund.

No additional compensation shall be paid to assessors whose

terms of office begin on or after the effective date of this

amendatory Act of the 99th General Assembly.

As used in this Section, "assessor" means any township or
multi-township assessor, or supervisor of assessments.

(Source: P.A. 97-72, eff. 7-1-11.)

Section 15-20. The Tax Delinquency Amnesty Act is amended
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by changing Section 10 as follows:

(35 ILCS 745/10)

Sec. 10. Amnesty program. The Department shall establish an
amnesty program for all taxpayers owing any tax imposed by
reason of or pursuant to authorization by any law of the State
of Il1llinois and collected by the Department.

The amnesty program shall be for a period from October 1,
2003 through November 15, 2003, amg for a period beginning on

October 1, 2010 and ending November 8, 2010, and for a period

beginning on October 1, 2016 and ending November 8, 2016.

The amnesty program shall provide that, upon payment by a
taxpayer of all taxes due from that taxpayer to the State of
Illinois for any taxable period ending (i) after June 30, 1983
and prior to July 1, 2002 for the tax amnesty period occurring
from October 1, 2003 through November 15, 2003, ame (ii) after
June 30, 2002 and prior to July 1, 2009 for the tax amnesty
period beginning on October 1, 2010 through November 8, 2010,

and (iii) after June 30, 2008 and prior to July 1, 2015 for the

tax amnesty period beginning on October 1, 2016 through

November 8, 2016, the Department shall abate and not seek to

collect any interest or penalties that may be applicable and
the Department shall not seek civil or criminal prosecution for
any taxpayer for the period of time for which amnesty has been
granted to the taxpayer. Failure to pay all taxes due to the

State for a taxable period shall invalidate any amnesty granted
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under this Act. Amnesty shall be granted only if all amnesty
conditions are satisfied by the taxpayer.

Amnesty shall not be granted to taxpayers who are a party
to any criminal investigation or to any civil or criminal
litigation that is pending in any circuit court or appellate
court or the Supreme Court of this State for nonpayment,
delinquency, or fraud in relation to any State tax imposed by
any law of the State of Illinois.

Participation in an amnesty program shall not preclude a
taxpayer from claiming a refund for an overpayment of tax on an
issue unrelated to the issues for which the taxpayer claimed
amnesty or for an overpayment of tax by taxpayers estimating a
non-final liability for the amnesty program pursuant to Section
506 (b) of the Illinois Income Tax Act (35 ILCS 5/506(b)).

Voluntary payments made under this Act shall be made by
cash, check, guaranteed remittance, or ACH debit.

The Department shall adopt rules as necessary to implement
the provisions of this Act.

Except as otherwise provided in this Section, all money
collected under this Act that would otherwise be deposited into
the General Revenue Fund shall be deposited as follows: (i)
one-half into the Common School Fund; (ii) one-half into the
General Revenue Fund. Two percent of all money collected under
this Act shall be deposited by the State Treasurer into the Tax
Compliance and Administration Fund and, subject to

appropriation, shall be used by the Department to cover costs
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associated with the administration of this Act.

(Source: P.A. 96-1435, eff. 8-16-10.)

Section 15-25. The Counties Code is amended by changing
Sections 3-10007, 4-6001, 4-6002, 4-6003, and 4-8002 as

follows:

(55 ILCS 5/3-10007) (from Ch. 34, par. 3-10007)

Sec. 3-10007. Annual stipend. In addition to all other
compensation provided by law, every elected county treasurer,
for additional duties mandated by State law, shall receive an
annual stipend of (i) $5,000 if his or her term begins before
December 1, 1998, (ii) $5,500 after December 1, 1998 and $6,500
after December 1, 1999 if his or her term begins on or after
December 1, 1998 but before December 1, 2000, and (iii) $6,500
if his or her term begins December 1, 2000 or thereafter, to be
annually appropriated from the Personal Property Tax
Replacement Fund by the General Assembly to the Department of
Revenue which shall distribute the awards in annual lump sum
payments to every elected county treasurer. This annual stipend
shall not affect any other compensation provided by law to be
paid to elected county treasurers. No county board may reduce
or otherwise impair the compensation payable from county funds
to an elected county treasurer if such reduction or impairment
is the result of his receiving an annual stipend under this

Section. No stipend shall be paid to county treasurers whose
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terms of office begin on or after the effective date of this

amendatory Act of the 99th General Assembly.

(Source: P.A. 97-72, eff. 7-1-11.)

(55 ILCS 5/4-6001) (from Ch. 34, par. 4-6001)

Sec. 4-6001. Officers in counties of less than 2,000,000.

(a) In all counties of less than 2,000,000 inhabitants, the
compensation of Coroners, County Treasurers, County Clerks,
Recorders and Auditors shall be determined under this Section.
The County Board in those counties shall fix the amount of the
necessary clerk hire, stationery, fuel and other expenses of
those officers. The compensation of those officers shall be
separate from the necessary clerk hire, stationery, fuel and
other expenses, and such compensation (except for coroners in
those counties with less than 2,000,000 population in which the
coroner's compensation 1is set 1in accordance with Section
4-6002) shall be fixed within the following limits:

To each such officer in counties containing less than
14,000 inhabitants, not less than $13,500 per annum.

To each such officer in counties containing 14,000 or more
inhabitants, but less than 30,000 inhabitants, not less than
$14,500 per annum.

To each such officer in counties containing 30,000 or more
inhabitants but less than 60,000 inhabitants, not less than
$15,000 per annum.

To each such officer in counties containing 60,000 or more
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inhabitants but less than 100,000 inhabitants, not less than
$15,000 per annum.

To each such officer in counties containing 100,000 or more
inhabitants but less than 200,000 inhabitants, not less than
$16,500 per annum.

To each such officer in counties containing 200,000 or more
inhabitants but less than 300,000 inhabitants, not less than
$18,000 per annum.

To each such officer in counties containing 300,000 or more
inhabitants but less than 2,000,000 inhabitants, not less than
$20,000 per annum.

(b) Those officers beginning a term of office before
December 1, 1990 shall be compensated at the rate of their base
salary. "Base salary" is the compensation paid for each of
those offices, respectively, before July 1, 1989.

(c) Those officers beginning a term of office on or after
December 1, 1990 shall be compensated as follows:

(1) Beginning December 1, 1990, base salary plus at
least 3% of base salary.

(2) Beginning December 1, 1991, base salary plus at
least 6% of base salary.

(3) Beginning December 1, 1992, base salary plus at
least 9% of base salary.

(4) Beginning December 1, 1993, base salary plus at
least 12% of base salary.

(d) In addition to but separate and apart from the
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compensation provided in this Section, the county clerk of each
county, the recorder of each county, and the chief clerk of
each county board of election commissioners shall receive an
award as follows:

(1) $4,500 per year after January 1, 1998;

(2) $5,500 per year after January 1, 1999; and

(3) $6,500 per year after January 1, 2000.
The total amount required for such awards each year shall be
appropriated by the General Assembly to the State Board of
Elections which shall distribute the awards in annual lump sum
payments to the several county clerks, recorders, and chief
election clerks. Beginning December 1, 1990, this annual award,
and any other award or stipend paid out of State funds to
county officers, shall not affect any other compensation

provided by law to be paid to county officers. No stipend shall

be paid to county officers whose terms of office begin on or

after the effective date of this amendatory Act of the 99th

General Assembly.

(e) Beginning December 1, 1990, no county board may reduce
or otherwise impair the compensation payable from county funds
to a county officer if the reduction or impairment is the
result of the county officer receiving an award or stipend
payable from State funds.

(f) The compensation, necessary clerk hire, stationery,
fuel and other expenses of the county auditor, as fixed by the

county board, shall be paid by the county.
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(g) The population of all counties for the purpose of
fixing compensation, as herein provided, shall be based upon
the last Federal census immediately previous to the election of
the officer in gquestion in each county.

(h) With respect to an auditor who takes office on or after
the effective date of this amendatory Act of the 95th General
Assembly, the auditor shall receive an annual stipend of $6,500
per vyear. The General Assembly shall appropriate the total
amount required for the stipend each year from the Personal
Property Tax Replacement Fund to the Department of Revenue, and
the Department of Revenue shall distribute the awards in an
annual lump sum payment to each county auditor. The stipend
shall be in addition to, but separate and apart from, the

compensation provided in this Section. No stipend shall be paid

to auditors whose terms of office begin on or after the

effective date of this amendatory Act of the 99th General

Assembly. No county board may reduce or otherwise impair the
compensation payable from county funds to the auditor if the
reduction or impairment is the result of the auditor receiving
an award or stipend pursuant to this subsection.

(Source: P.A. 97-72, eff. 7-1-11.)

(55 ILCS 5/4-6002) (from Ch. 34, par. 4-6002)
Sec. 4-6002. Coroners in counties of less than 2,000,000.
(a) The County Board, 1in all counties of 1less than

2,000,000 inhabitants, shall fix the compensation of Coroners
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within the limitations fixed by this Division, and shall
appropriate for their necessary clerk hire, stationery, fuel,
supplies, and other expenses. The compensation of the Coroner
shall be fixed separately from his necessary clerk hire,
stationery, fuel and other expenses, and such compensation
shall be fixed within the following limits:

To each Coroner in counties containing less than 5,000
inhabitants, not less than $4,500 per annum.

To each Coroner 1in counties containing 5,000 or more
inhabitants but less than 14,000 inhabitants, not less than
$6,000 per annum.

To each Coroner in counties containing 14,000 or more
inhabitants, but less than 30,000 inhabitants, not less than
$9,000 per annum.

To each Coroner 1in counties containing 30,000 or more
inhabitants, but less than 60,000 inhabitants, not less than
$14,000 per annum.

To each Coroner in counties containing 60,000 or more
inhabitants, but less than 100,000 inhabitants, not less than
$15,000 per annum.

To each Coroner in counties containing 100,000 or more
inhabitants, but less than 200,000 inhabitants, not less than
$16,500 per annum.

To each Coroner in counties containing 200,000 or more
inhabitants, but less than 300,000 inhabitants, not less than

$18,000 per annum.
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To each Coroner in counties containing 300,000 or more
inhabitants, but less than 2,000,000 inhabitants, not less than
$20,000 per annum.

The population of all counties for the purpose of fixing
compensation, as herein provided, shall be based upon the last
Federal census immediately previous to the election of the
Coroner in question in each county. This Section does not apply
to a county which has abolished the elective office of coroner.

(b) Those coroners beginning a term of office on or after
December 1, 1990 shall be compensated as follows:

(1) Beginning December 1, 1990, base salary plus at
least 3% of base salary.

(2) Beginning December 1, 1991, base salary plus at
least 6% of base salary.

(3) Beginning December 1, 1992, base salary plus at
least 9% of base salary.

(4) Beginning December 1, 1993, base salary plus at
least 12% of base salary.

"Base salary", as used in this subsection (b), means the
salary in effect before July 1, 1989.

(c) In addition to, but separate and apart from, the
compensation provided in this Section, subject to
appropriation, the coroner of each county shall receive an
annual stipend of $6,500 to be paid by the Illinois Department
of Revenue out of the Personal Property Tax Replacement Fund if

his or her term begins on or after December 1, 2000. No stipend
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shall be paid to coroners whose terms of office begin on or

after the effective date of this amendatory Act of the 99th

General Assembly.

(Source: P.A. 97-72, eff. 7-1-11.)

(55 ILCS 5/4-6003) (from Ch. 34, par. 4-6003)

Sec. 4-6003. Compensation of sheriffs for certain expenses
in counties of less than 2,000,000.

(a) The County Board, 1in all counties of 1less than
2,000,000 inhabitants, shall fix the compensation of sheriffs,
with the amount of their necessary clerk hire, stationery, fuel
and other expenses. The county shall supply the sheriff with
all necessary uniforms, guns and ammunition. The compensation
of each such officer shall be fixed separately from his
necessary clerk hire, stationery, fuel and other expenses.
Beginning immediately, no county with a population under
2,000,000 may reduce the rate of compensation of its sheriff
below the rate of compensation that it was actually paying to
its sheriff on January 1, 2002 or the effective date of this
amendatory Act of the 92nd General Assembly, whichever 1is
greater.

(b) In addition to the requirement of subsection (a), the
rate of compensation payable to the sheriff by the county shall
not be less than the following:

To each such sheriff in counties containing less than

10,000 inhabitants, not less than $27,000 per annum.
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To each such sheriff in counties containing 10,000 or more
inhabitants but less than 20,000 inhabitants, not less than
$31,000 per annum.

To each such sheriff in counties containing 20,000 or more
inhabitants but less than 30,000 inhabitants, not less than
$34,000 per annum.

To each such sheriff in counties containing 30,000 or more
inhabitants but less than 60,000 inhabitants, not less than
$37,000 per annum.

To each such sheriff in counties containing 60,000 or more
inhabitants but less than 100,000 inhabitants, not less than
$40,000 per annum.

To each such sheriff in counties containing 100,000 or more
inhabitants but less than 2,000,000 inhabitants, not less than
$43,000 per annum.

The population of each county for the purpose of fixing
compensation as herein provided, shall be based upon the last
federal census immediately previous to the election of the
sheriff in question in such county.

(c) (Blank).

(d) In addition to the salary provided for in subsections
(a), (b), and (c), beginning December 1, 1998, subject to
appropriation, each sheriff, for his or her additional duties
imposed by other statutes or laws, shall receive an annual
stipend to be paid by the Illinois Department of Revenue out of

the Personal Property Tax Replacement Fund in the amount of
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$6,500. No stipend shall be paid to any sheriff whose term of

office begins on or after the effective date of this amendatory

Act of the 99th General Assembly.

(e) No county board may reduce or otherwise impair the
compensation payable from county funds to a sheriff if the
reduction or impairment is the result of the sheriff receiving
an award or stipend payable from State funds.

(Source: P.A. 97-72, eff. 7-1-11.)

(55 ILCS 5/4-8002) (from Ch. 34, par. 4-8002)

Sec. 4-8002. Additional compensation of sheriff and
recorder.

(2) In addition to any salary otherwise provided by law,
beginning December 1, 1998, subject to appropriation, the
sheriff of Cook County for his or her additional duties imposed
by other statutes or laws shall receive an annual stipend to be
paid by the Illinois Department of Revenue out of the Personal
Property Tax Replacement Fund in the amount of $6,500. However,

no such stipend shall be paid to any sheriff of Cook County

whose term of office begins on or after the effective date of

this amendatory Act of the 99th General Assembly. The county

board shall not reduce or otherwise impair the compensation
payable from county funds to the sheriff if the reduction or
impairment is the result of the sheriff receiving a stipend
payable from State funds.

(b) In addition to any salary otherwise provided by law,
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beginning December 1, 2000, subject to appropriation, the
recorder of deeds of Cook County for his or her additional
duties imposed by law shall receive an annual stipend to be
paid by the State in an amount equal to the stipend paid to
each recorder in other counties under subsection (d) of Section

4-6001 of this Code. However, no such stipend shall be paid to

any recorder of deeds of Cook County whose term of office

begins on or after the effective date of this amendatory Act of

the 99th General Assembly. The county board may not reduce or

otherwise impair the compensation payable from county funds to
the recorder of deeds if the reduction or impairment is the
result of the recorder of deeds receiving a stipend payable
from State funds.

(Source: P.A. 97-72, eff. 7-1-11; 97-619, eff. 11-14-11.)

Section 15-30. The Clerks of Courts Act 1is amended by

changing Section 27.3 as follows:

(705 ILCS 105/27.3) (from Ch. 25, par. 27.3)

Sec. 27.3. Compensation.

(a) The county board shall provide the compensation of
Clerks of the Circuit Court, and the amount necessary for clerk
hire, stationery, fuel and other expenses. Beginning December
1, 1989, the compensation per annum for Clerks of the Circuit
Court shall be as follows:

In counties where the population is:
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Less than 14,000
14,001-30,000
30,001-60,000
60,001-100,000
100,001-200,000
200,001-300,000
300,001- 3,000,000
Over 3,000,000
(b) In counties in which the population is
less, "base salary" is the compensation paid for
the Circuit Court,
(c) The Clerks of the Circuit Court,

the population is 3,000,000 or less,

follows:

(1)

- 235 -

Beginning December

least 3% of base salary.

(2)

Beginning December

least 6% of base salary.

(3)

Beginning December

least 9% of base salary.

(4)

Beginning December

least 12% of base salary.

LRB099 14379 HLH

....................

1989,

1990,

1991,

1992,

respectively, before July 1,

at least

at least

at least

at least

at least

at least

at least

at least

1989.

38474 b

$13,500
$14,500
$15,000
$15,000
$16,500
$18,000
$20,000

$55,000

3,000,000 or

each Clerk of

in counties in which

base

base

base

base

salary

salary

salary

salary

shall be compensated as

plus at

plus at

plus at

plus at

(d) In addition to the compensation provided by the county

board, each Clerk of the Circuit Court shall receive an award

from the State for the additional duties imposed by Sections

5-9-1 and 5-9-1.2 of the Unified Code of Corrections,

Section
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10 of the Violent Crime Victims Assistance Act, Section 16-104a
of the Illinois Vehicle Code, and other laws, in the following
amount:

(1) $3,500 per year before January 1, 1997.

(2) $4,500 per year beginning January 1, 1997.

(3) $5,500 per year beginning January 1, 1998.

(4) $6,500 per year beginning January 1, 1999.
The total amount required for such awards shall be appropriated
each year by the General Assembly to the Supreme Court, which
shall distribute such awards in annual lump sum payments to the
Clerks of the Circuit Court in all counties. This annual award,
and any other award or stipend paid out of State funds to the
Clerks of the Circuit Court, shall not affect any other
compensation provided by law to be paid to Clerks of the

Circuit Court. No award or stipend authorized under this

subsection (d) shall be paid to any recorder of deeds of Cook

County whose term of office begins on or after the effective

date of this amendatory Act of the 99th General Assembly.

(e) (Blank).

(f) No county board may reduce or otherwise impair the
compensation payable from county funds to a Clerk of the
Circuit Court if the reduction or impairment is the result of
the Clerk of the Circuit Court receiving an award or stipend
payable from State funds.

(Source: P.A. 98-24, eff. 6-19-13.)
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Section 15-35. The Limited Liability Company Act is amended

by changing Section 50-10 as follows:

(805 ILCS 180/50-10)

Sec. 50-10. Fees.

(a) The Secretary of State shall charge and collect in
accordance with the provisions of this Act and rules
promulgated under its authority all of the following:

(1) Fees for filing documents.

(2) Miscellaneous charges.

(3) Fees for the sale of lists of filings and for
copies of any documents.

(b) The Secretary of State shall charge and collect for all
of the following:

(1) Filing articles of organization (domestic),
application for admission (foreign), and restated articles
of organization (domestic), $150 $5686. Notwithstanding the
foregoing, the fee for filing articles of organization
(domestic), application for admission (foreign), and
restated articles of organization (domestic) in connection
with a limited liability company with ability to establish
series pursuant to Section 37-40 of this Act is $400 $456.

(2) Filing articles of amendment or an amended
application for admission, $50 $+56.

(3) Filing articles of dissolution or application for

withdrawal, $5 $366.
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(4) Filing an application to reserve a name, $25 $366.

(5) Filing a notice of cancellation of a reserved name,
$5 $160.

(6) Filing a notice of a transfer of a reserved name,
$25 $109.

(7) Registration of a name, $50 $366.

(8) Renewal of registration of a name, $50 $+66.

(9) Filing an application for use of an assumed name
under Section 1-20 of this Act, $150 for each year or part
thereof ending in 0 or 5, $120 for each year or part
thereof ending in 1 or 6, $90 for each year or part thereof
ending in 2 or 7, $60 for each year or part thereof ending
in 3 or 8, $30 for each year or part thereof ending in 4 or
9, and a renewal for each assumed name, $150.

(9.5) Filing an application for change of an assumed

name, $25.

(10) Filing an application for ekhamge—e*r cancellation
of an assumed name, $5 $3+66.

(11) Filing an annual report of a limited liability
company or foreign limited liability company, $75 $256, if
filed as required by this Act, plus a penalty if
delinquent. Notwithstanding the foregoing, the fee for
filing an annual report of a limited liability company or
foreign limited liability company with ability to
establish series is $§75 $258 plus $50 for each series for

which a certificate of designation has been filed pursuant
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the

to Section 37-40 of this Act and active on the last day of
the third month preceding the company's anniversary month,
plus a penalty if delinquent.

(12) Filing an application for reinstatement of a
limited 1liability company or foreign limited liability
company $200 $566.

(13) Filing Articles of Merger, $100 plus $50 for each
party to the merger in excess of the first 2 parties.

(14) Filing an Agreement of Conversion or Statement of
Conversion, $100.

(15) Filing a statement of change of address of
registered office or change of registered agent, or both,
or filing a statement of correction, $25.

(16) Filing a petition for refund, $5 $35.

(17) Filing any other document, $5 $366.

(18) Filing a certificate of designation of a limited
liability company with the ability to establish series
pursuant to Section 37-40 of this Act, $50.

(c) The Secretary of State shall charge and collect all of
following:

(1) For furnishing a copy or certified copy of any
document, instrument, or paper relating to a limited
liability company or foreign limited liability company, or
for a certificate, $25.

(2) For the transfer of information by computer process

media to any purchaser, fees established by rule.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

HB4300 - 240 - LRB099 14379 HLH 38474 b

(Source: P.A. 97-839, eff. 7-20-12.)

ARTICLE 20. INCOME TAX; CONTINENTAL SHELF

Section 20-5. The Illinois Income Tax Act is amended by

changing Section 1501 as follows:

(35 ILCS 5/1501) (from Ch. 120, par. 15-1501)

Sec. 1501. Definitions.

(a) In general. When used in this Act, where not otherwise
distinctly expressed or manifestly incompatible with the
intent thereof:

(1) Business income. The term "business income" means
all income that may be treated as apportionable business
income under the Constitution of the United States.
Business income is net of the deductions allocable thereto.
Such term does not include compensation or the deductions
allocable thereto. For each taxable year beginning on or
after January 1, 2003, a taxpayer may elect to treat all
income other than compensation as business income. This
election shall be made in accordance with rules adopted by
the Department and, once made, shall be irrevocable.

(1.5) Captive real estate investment trust:

(A) The term "captive real estate investment
trust" means a corporation, trust, or association:

(1) that is considered a real estate
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investment trust for the taxable vyear under
Section 856 of the Internal Revenue Code;

(ii) the certificates of beneficial interest
or shares of which are not regularly traded on an
established securities market; and

(1ii) of which more than 50% of the voting
power or value of the beneficial interest or
shares, at any time during the last half of the
taxable year, is owned or controlled, directly,
indirectly, or constructively, by a single
corporation.

(B) The term "captive real estate investment

trust" does not include:

(i) a real estate investment trust of which
more than 50% of the voting power or value of the
beneficial interest or shares is owned or
controlled, directly, indirectly, or
constructively, by:

(a) a real estate investment trust, other
than a captive real estate investment trust;

(b) a person who 1s exempt from taxation
under Section 501 of the Internal Revenue Code,
and who is not required to treat income
received from the real estate investment trust
as unrelated business taxable income under

Section 512 of the Internal Revenue Code;
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(c) a listed Australian property trust, if
no more than 50% of the voting power or value
of the beneficial interest or shares of that
trust, at any time during the last half of the
taxable year, is owned or controlled, directly
or indirectly, by a single person;

(d) an entity organized as a trust,
provided a listed Australian property trust
described in subparagraph (c) owns or
controls, directly or indirectly, or
constructively, 75% or more of the voting power
or value of the beneficial interests or shares
of such entity; or

(e) an entity that is organized outside of
the laws of the United States and that
satisfies all of the following criteria:

(1) at least 75% of the entity's total
asset value at the close of its taxable
year 1s represented by real estate assets
(as defined in Section 856 (c) (5) (B) of the
Internal Revenue Code, thereby including
shares or certificates of Dbeneficial
interest 1in any real estate investment
trust), cash and cash equivalents, and
U.S. Government securities;

(2) the entity is not subject to tax on
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amounts that are distributed to its
beneficial owners or 1s exempt from
entity-level taxation;

(3) the entity distributes at least
85% of its taxable income (as computed in
the jurisdiction in which it is organized)
to the holders of its shares or
certificates of beneficial interest on an
annual basis;

(4) either (1) the shares or
beneficial interests of the entity are
regularly traded on an established
securities market or (ii) not more than 10%
of the voting power or value in the entity
is held, directly, indirectly, or
constructively, by a single entity or
individual; and

(5) the entity 1s organized in a
country that has entered into a tax treaty
with the United States; or

(ii) during its first taxable year for which it
elects to be treated as a real estate investment
trust under Section 856(c) (1) of the Internal
Revenue Code, a real estate investment trust the
certificates of beneficial interest or shares of

which are not regularly traded on an established
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securities market, but only if the certificates of
beneficial interest or shares of the real estate
investment trust are regqularly traded on an
established securities market prior to the earlier
of the due date (including extensions) for filing
its return under this Act for that first taxable
year or the date it actually files that return.

(C) For the purposes of this subsection (1.5), the
constructive ownership rules prescribed under Section
318 (a) of the Internal Revenue Code, as modified by
Section 856 (d) (5) of the Internal Revenue Code, apply
in determining the ownership of stock, assets, or net
profits of any person.

(D) For the purposes of this item (1.5), for
taxable years ending on or after August 16, 2007, the
voting power or wvalue of the beneficial interest or
shares of a real estate investment trust does not
include any voting power or value of beneficial
interest or shares in a real estate investment trust
held directly or indirectly in a segregated asset
account by a life insurance company (as described in
Section 817 of the Internal Revenue Code) to the extent
such voting power or value 1is for the benefit of
entities or persons who are either immune from taxation
or exempt from taxation under subtitle A of the

Internal Revenue Code.
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(2) Commercial domicile. The term "commercial
domicile" means the principal place from which the trade or
business of the taxpayer is directed or managed.

(3) Compensation. The term "compensation" means wages,
salaries, commissions and any other form of remuneration
paid to employees for personal services.

(4) Corporation. The term "corporation" includes
associations, Jjoint-stock companies, insurance companies
and cooperatives. Any entity, including a limited
liability company formed under the Illinois Limited
Liability Company Act, shall be treated as a corporation if
it is so classified for federal income tax purposes.

(5) Department. The term "Department" means the
Department of Revenue of this State.

(6) Director. The term "Director" means the Director of
Revenue of this State.

(7) Fiduciary. The term "fiduciary" means a guardian,
trustee, executor, administrator, receiver, or any person
acting in any fiduciary capacity for any person.

(8) Financial organization.

(A) The term "financial organization" means any
bank, bank holding company, trust company, savings
bank, industrial Dbank, land bank, safe deposit
company, private banker, savings and loan association,
building and loan association, credit union, currency

exchange, cooperative bank, small loan company, sales
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finance company, investment company, or any person
which is owned by a bank or bank holding company. For
the purpose of this Section a "person" will include
only those persons which a bank holding company may
acquire and hold an interest in, directly or
indirectly, under the provisions of the Bank Holding
Company Act of 1956 (12 U.S.C. 1841, et seqg.), except
where interests in any person must be disposed of
within certain required time limits under the Bank
Holding Company Act of 1956.

(B) For purposes of subparagraph (A) of this
paragraph, the term "bank" includes (i) any entity that
is regulated by the Comptroller of the Currency under
the National Bank Act, or by the Federal Reserve Board,
or by the Federal Deposit Insurance Corporation and
(1i) any federally or State chartered bank operating as
a credit card bank.

(C) For purposes of subparagraph (A) of this
paragraph, the term "sales finance company" has the
meaning provided in the following item (i) or (ii):

(i) A person primarily engaged in one or more
of the following businesses: the Dbusiness of
purchasing customer receivables, the Dbusiness of
making loans upon the security of customer
receivables, the business of making loans for the

express purpose of funding purchases of tangible
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personal property or services by the borrower, or
the business of finance leasing. For purposes of
this item (i), "customer receivable" means:

(a) a retail installment contract or
retail charge agreement within the meaning of
the Sales Finance Agency Act, the Retail
Installment Sales Act, or the Motor Vehicle
Retail Installment Sales Act;

(b) an installment, charge, credit, or
similar contract or agreement arising from the
sale of tangible personal property or services
in a transaction involving a deferred payment
price payable in one or more 1installments
subsequent to the sale; or

(c) the outstanding balance of a contract
or agreement described in provisions (a) or (b)
of this item (1).

A customer receivable need not provide for
payment of interest on deferred payments. A sales
finance company may purchase a customer receivable
from, or make a loan secured Dby a customer
receivable to, the seller in the original
transaction or to a person who purchased the
customer receivable directly or indirectly from
that seller.

(11) A corporation meeting each of the
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following criteria:

(a) the corporation must be a member of an
"affiliated group" within the meaning of
Section 1504 (a) of the Internal Revenue Code,
determined without regard to Section 1504 (b)
of the Internal Revenue Code;

(b) more than 50% of the gross income of
the corporation for the taxable year must be
interest income derived from qualifying loans.
A "qualifying loan" is a loan made to a member
of the corporation's affiliated group that
originates customer receivables (within the
meaning of item (i)) or to whom customer
receivables originated by a member of the
affiliated group have been transferred, to the
extent the average outstanding balance of
loans from that corporation to members of its
affiliated group during the taxable year do not
exceed the limitation amount for that
corporation. The "limitation amount™ for a
corporation is the average outstanding
balances during the taxable year of customer
receivables (within the meaning of item (1))
originated by all members of the affiliated
group. If the average outstanding balances of

the loans made by a corporation to members of
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its affiliated group exceed the limitation
amount, the interest income of that
corporation from qualifying loans shall be
equal to its interest income from loans to
members of its affiliated groups times a
fraction equal to the limitation amount
divided by the average outstanding balances of
the loans made by that corporation to members
of its affiliated group;

(c) the total of all shareholder's equity
(including, without limitation, paid-in
capital on common and preferred stock and
retained earnings) of the corporation plus the
total of all of its loans, advances, and other
obligations payable or owed to members of its
affiliated group may not exceed 20% of the
total assets of the corporation at any time
during the tax year; and

(d) more than 50% of all interest-bearing
obligations of the affiliated group payable to
persons outside the group determined in
accordance with generally accepted accounting
principles must be obligations of the

corporation.

This amendatory Act of the 91st General Assembly is

declaratory of existing law.
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(D) Subparagraphs (B) and (C) of this paragraph are
declaratory of existing law and apply retroactively,
for all tax years beginning on or before December 31,
1996, to all original returns, to all amended returns
filed no later than 30 days after the effective date of
this amendatory Act of 1996, and to all notices issued
on or before the effective date of this amendatory Act
of 1996 under subsection (a) of Section 903, subsection
(a) of Section 904, subsection (e) of Section 909, or
Section 912. A taxpayer that 1s a "financial
organization”" that engages in any transaction with an
affiliate shall be a "financial organization" for all
purposes of this Act.

(E) For all tax years beginning on or before
December 31, 1996, a taxpayer that falls within the
definition of a "financial organization" under
subparagraphs (B) or (C) of this paragraph, but who
does not fall within the definition of a "financial
organization" under the Proposed Regulations issued by
the Department of Revenue on July 19, 1996, may
irrevocably elect to apply the Proposed Regulations
for all of +those years as though the Proposed
Regulations had been lawfully promulgated, adopted,
and in effect for all of those years. For purposes of
applying subparagraphs (B) or (C) of this paragraph to

all of those vyears, the election allowed by this
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subparagraph applies only to the taxpayer making the
election and to those members of the taxpayer's unitary
business group who are ordinarily required to
apportion business income under the same subsection of
Section 304 of this Act as the taxpayer making the
election. No election allowed by this subparagraph
shall be made under a claim filed under subsection (d)
of Section 909 more than 30 days after the effective
date of this amendatory Act of 1996.

(F) Finance Leases. For purposes of this
subsection, a finance lease shall be treated as a loan
or other extension of credit, rather than as a lease,
regardless of how the transaction is characterized for
any other purpose, including the purposes of any
regulatory agency to which the lessor is subject. A
finance lease is any transaction in the form of a lease
in which the lessee 1is treated as the owner of the
leased asset entitled to any deduction for
depreciation allowed under Section 167 of the Internal
Revenue Code.

(9) Fiscal year. The term "fiscal year" means an

accounting period of 12 months ending on the last day of

any month other than December.

(9.5) Fixed place of business. The term "fixed place of

business" has the same meaning as that term is given in

Section 864 of the Internal Revenue Code and the related
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Treasury regulations.

(10) Includes and including. The terms "includes" and
"including" when used in a definition contained in this Act
shall not Dbe deemed to exclude other things otherwise
within the meaning of the term defined.

(11) Internal Revenue Code. The term "Internal Revenue
Code" means the United States Internal Revenue Code of 1954
or any successor law or laws relating to federal income
taxes in effect for the taxable year.

(11.5) Investment partnership.

(A) The term "investment partnership" means any
entity that is treated as a partnership for federal
income tax purposes that meets the following
requirements:

(i) no less than 90% of the partnership's cost
of its total assets <consists o0of qualifying
investment securities, deposits at banks or other
financial institutions, and office space and
equipment reasonably necessary to carry on its
activities as an investment partnership;

(ii) no 1less than 90% of its gross income
consists of interest, dividends, and gains from
the sale or exchange of qualifying investment
securities; and

(iii) the partnership 1s not a dealer in

qualifying investment securities.
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(B) For purposes of this paragraph (11.5), the term
"qualifying investment securities" includes all of the

following:
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(i) common stock, including preferred or debt
securities convertible into common stock, and
preferred stock;

(11i) bonds, debentures, and other debt
securities;

(1ii) foreign and domestic currency deposits
secured by federal, state, or local governmental
agencies;

(iv) mortgage or asset-backed securities
secured by federal, state, or local governmental
agencies;

(v) repurchase agreements and loan
participations;

(vi) foreign currency exchange contracts and
forward and futures contracts on foreign
currencies;

(vii) stock and bond index securities and
futures contracts and other similar financial
securities and futures contracts on those
securities;

(viii) options for the purchase or sale of any
of the securities, currencies, contracts, or

financial instruments described in items (i) to
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(vii), inclusive;
(ix) regulated futures contracts;
(x) commodities (not described 1in Section

1221 (a) (1) of the 1Internal Revenue Code) or

futures, forwards, and options with respect to

such commodities, provided, however, that any item
of a physical commodity to which title is actually
acquired in the partnership's capacity as a dealer
in such commodity shall not be a qualifying
investment security;

(xi) derivatives; and

(xii) a partnership interest in another
partnership that is an investment partnership.

(12) Mathematical error. The term "mathematical error"
includes the following types of errors, omissions, or
defects in a return filed by a taxpayer which prevents
acceptance of the return as filed for processing:

(A) arithmetic errors or incorrect computations on
the return or supporting schedules;

(B) entries on the wrong lines;

(C) omission of required supporting forms or
schedules or the omission of the information in whole
or in part called for thereon; and

(D) an attempt to <claim, exclude, deduct, or
improperly report, in a manner directly contrary to the

provisions of the Act and regulations thereunder any
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item of income, exemption, deduction, or credit.

(13) Nonbusiness income. The term "nonbusiness income"
means all income other than business income or
compensation.

(14) Nonresident. The term "nonresident" means a
person who is not a resident.

(15) Paid, incurred and accrued. The terms "paid",
"incurred" and "accrued" shall be construed according to
the method of accounting upon the basis of which the
person's base income is computed under this Act.

(16) Partnership and partner. The term "partnership"
includes a syndicate, group, pool, joint venture or other
unincorporated organization, through or by means of which
any business, financial operation, or venture is carried
on, and which is not, within the meaning of this Act, a
trust or estate or a corporation; and the term "partner"
includes a member in such syndicate, group, pool, Jjoint
venture or organization.

The term "partnership" includes any entity, including
a limited 1liability company formed under the 1Illinois
Limited Liability Company Act, classified as a partnership
for federal income tax purposes.

The term "partnership" does not include a syndicate,
group, ©pool, Joint venture, or other unincorporated
organization established for the sole purpose of playing

the Illinois State Lottery.
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(17) Part-year resident. The term "part-year resident"
means an individual who became a resident during the
taxable year or ceased to be a resident during the taxable
year. Under Section 1501 (a) (20) (A) (1) residence commences
with presence in this State for other than a temporary or
transitory purpose and ceases with absence from this State
for other than a temporary or transitory purpose. Under
Section 1501 (a) (20) (A) (11) residence commences with the
establishment of domicile in this State and ceases with the
establishment of domicile in another State.

(18) Person. The term "person" shall be construed to
mean and include an individual, a trust, estate,
partnership, association, firm, company, corporation,
limited liability company, or fiduciary. For purposes of
Section 1301 and 1302 of this Act, a "person" means (i) an
individual, (ii) a corporation, (iii) an officer, agent, or
employee of a corporation, (iv) a member, agent or employee
of a partnership, or (v) a member, manager, employee,
officer, director, or agent of a limited liability company
who 1n such capacity commits an offense specified in
Section 1301 and 1302.

(18A) Records. The term "records" includes all data
maintained by the taxpayer, whether on paper, microfilm,
microfiche, or any type of machine-sensible data
compilation.

(19) Regulations. The term "regulations" includes
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rules promulgated and forms prescribed by the Department.

(20) Resident. The term "resident" means:

(A) an individual (i) who 1s 1in this State for
other than a temporary or transitory purpose during the
taxable year; or (ii) who is domiciled in this State
but is absent from the State for a temporary or
transitory purpose during the taxable year;

(B) The estate of a decedent who at his or her
death was domiciled in this State;

(C) A trust created by a will of a decedent who at
his death was domiciled in this State; and

(D) An irrevocable trust, the grantor of which was
domiciled in this State at the time such trust became
irrevocable. For purpose of this subparagraph, a trust
shall be considered irrevocable to the extent that the
grantor is not treated as the owner thereof under
Sections 671 through 678 of the Internal Revenue Code.
(21) Sales. The term "sales" means all gross receipts

of the taxpayer not allocated under Sections 301, 302 and
303.

(22) State. The term "state" when applied to a
jurisdiction other than this State means any state of the
United States, the District of Columbia, the Commonwealth
of Puerto Rico, any Territory or Possession of the United
States, and any foreign country, or any political

subdivision of any of the foregoing. For purposes of the
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foreign tax credit under Section 601, the term "state"
means any state of the United States, the District of
Columbia, the Commonwealth of Puerto Rico, and any
territory or possession of the United States, or any
political subdivision of any of the foregoing, effective
for tax years ending on or after December 31, 1989.

(23) Taxable year. The term "taxable year" means the
calendar year, or the fiscal year ending during such
calendar year, upon the basis of which the base income is
computed under this Act. "Taxable year" means, in the case
of a return made for a fractional part of a year under the
provisions of this Act, the period for which such return is
made.

(24) Taxpayer. The term "taxpayer" means any person
subject to the tax imposed by this Act.

(25) International banking facility. The term
international banking facility shall have the same meaning
as is set forth in the Illinois Banking Act or as 1is set
forth in the laws of the United States or regulations of
the Board of Governors of the Federal Reserve System.

(26) Income Tax Return Preparer.

(A) The term "income tax return preparer" means any
person who prepares for compensation, or who employs
one or more persons to prepare for compensation, any
return of tax imposed by this Act or any claim for

refund of tax imposed by this Act. The preparation of a
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substantial portion of a return or claim for refund
shall be treated as the preparation of that return or
claim for refund.

(B) A person is not an income tax return preparer
if all he or she does is
(1) furnish typing, reproducing, or other
mechanical assistance;
(ii) prepare returns or claims for refunds for
the employer by whom he or she is regularly and
continuously employed;
(iii) prepare as a fiduciary returns or claims
for refunds for any person; or
(iv) prepare claims for refunds for a taxpayer
in response to any notice of deficiency issued to
that taxpayer or in response to any waiver of
restriction after the commencement of an audit of
that taxpayer or of another taxpayer if a
determination in the audit of the other taxpayer
directly or indirectly affects the tax liability
of the taxpayer whose claims he or she 1is
preparing.
(27) Unitary business group.

(A) The term "unitary business group" means a group
of persons related through common ownership whose
business activities are integrated with, dependent

upon and contribute to each other. The group will not
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include those members whose business activity outside
the United States is 80% or more of any such member's
total Dbusiness activity; for purposes of this
paragraph and clause (a) (3) (B) (ii) of Section 304,
business activity within the United States shall be
measured by means of the factors ordinarily applicable
under subsections (a), (b), (c), (d), or (h) of Section
304 except that, in the case of members ordinarily
required to apportion business income by means of the 3
factor formula of property, payroll and sales
specified in subsection (a) of Section 304, including
the formula as weighted in subsection (h) of Section
304, such members shall not use the sales factor in the
computation and the results of the property and payroll
factor computations of subsection (a) of Section 304
shall be divided by 2 (by one if either the property or
payroll factor has a denominator of zero). The
computation required by the preceding sentence shall,
in each case, involve the division of the member's
property, payroll, or revenue miles 1in the United
States, insurance premiums on property or risk in the
United States, or financial organization business
income from sources within the United States, as the
case may be, by the respective worldwide figures for
such items. Common  ownership in the case of

corporations 1s the direct or indirect control or
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ownership of more than 50% of the outstanding voting
stock of the persons carrying on unitary Dbusiness
activity. Unitary business activity can ordinarily be
illustrated where the activities of the members are:
(1) in the same general line (such as manufacturing,
wholesaling, retailing of tangible personal property,
insurance, transportation or finance); or (2) are
steps in a vertically structured enterprise or process
(such as the steps involved 1in the production of
natural resources, which might include exploration,
mining, refining, and marketing); and, 1in either
instance, the members are functionally integrated
through the exercise of strong centralized management
(where, for example, authority over such matters as
purchasing, financing, tax compliance, product line,
personnel, marketing and capital investment 1is not
left to each member).

(B) In no event, shall any unitary business group
include members which are ordinarily required to
apportion business income under different subsections
of Section 304 except that for tax years ending on or
after December 31, 1987 this prohibition shall not
apply to a holding company that would otherwise be a
member of a unitary business group with taxpayers that
apportion business income under any of subsections

(b), (c¢), (c-1), or (d) of Section 304. If a unitary
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business group would, but for the preceding sentence,
include members that are ordinarily required to
apportion business income under different subsections
of Section 304, then for each subsection of Section 304
for which there are two or more members, there shall be
a separate unitary business group composed of such
members. For purposes of the preceding two sentences, a
member is "ordinarily required to apportion business
income" under a particular subsection of Section 304 if
it would be required to use the apportionment method
prescribed by such subsection except for the fact that
it derives business income solely from Illinois. As

used in this paragraph, for taxable years ending before

December 31, 2015, the phrase "United States" means

only the 50 states and the District of Columbia, but
does not include any territory or possession of the
United States or any area over which the United States
has asserted jurisdiction or claimed exclusive rights
with respect to the exploration for or exploitation of

natural resources. For taxable years ending on or after

December 31, 2015, the phrase "United States", as used

in this paragraph, means only the 50 states, the

District of Columbia, and any area over which the

United States has asserted Jjurisdiction or claimed

exclusive rights with respect to the exploration for or

exploitation of natural resources, but does not
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include any territory or possession of the United

States.

(C) Holding companies.

(i) For purposes of this subparagraph, a
"holding company" 1is a corporation (other than a
corporation that is a financial organization under
paragraph (8) of this subsection (a) of Section
1501 because it is a bank holding company under the
provisions of the Bank Holding Company Act of 1956
(12 U.S.C. 1841, et seqg.) or because it is owned by
a bank or a bank holding company) that owns a
controlling interest 1in one or more other
taxpayers ("controlled taxpayers"); that, during
the period that includes the taxable year and the 2
immediately preceding taxable vyears or, 1if the
corporation was formed during the current or
immediately preceding taxable vyear, the taxable
years in which the corporation has been in
existence, derived substantially all its gross
income from dividends, interest, rents, royalties,
fees or other charges received from controlled
taxpayers for the provision of services, and gains
on the sale or other disposition of interests in
controlled taxpayers or 1in property leased or
licensed to controlled taxpayers or used by the

taxpayer in providing services to controlled
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taxpayers; and that incurs no substantial expenses
other than expenses (including interest and other
costs of borrowing) incurred in connection with
the acquisition and holding of interests 1in
controlled taxpayers and in the provision of
services to controlled taxpayers or in the leasing
or licensing of property to controlled taxpayers.

(ii) The income of a holding company which is a
member of more than one unitary business group
shall be included in each unitary business group of
which it is a member on a pro rata basis, by
including 1in each unitary business group that
portion of the base income of the holding company
that bears the same proportion to the total base
income of the holding company as the gross receipts
of the unitary business group bears to the combined
gross receipts of all unitary business groups (in
both cases without regard to the holding company)
or on any other reasonable basis, consistently
applied.

(iii) A holding company shall apportion its
business income under the subsection of Section
304 used by the other members of its unitary
business group. The apportionment factors of a
holding company which would be a member of more

than one unitary business group shall be included
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with the apportionment factors of each unitary

business group of which it is a member on a pro

rata basis using the same method used in clause

(ii) .

(iv) The provisions of this subparagraph (C)
are intended to clarify existing law.

(D) If including the base income and factors of a
holding company in more than one unitary business group
under subparagraph (C) does not fairly reflect the
degree of integration between the holding company and
one or more of the wunitary business groups, the
dependence of the holding company and one or more of
the unitary business groups upon each other, or the
contributions between the holding company and one or
more of the wunitary business groups, the holding
company may petition the Director, under the
procedures provided under Section 304 (f), for
permission to include all base income and factors of
the holding company only with members of a unitary
business group apportioning their business income
under one subsection of subsections (a), (b), (c), or
(d) of Section 304. If the petition is granted, the
holding company shall be included in a unitary business
group only with persons apportioning their business
income under the selected subsection of Section 304

until the Director grants a petition of the holding
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company either to be included in more than one unitary

business group under subparagraph (C) or to include its

base income and factors only with members of a unitary
business group apportioning their Dbusiness income

under a different subsection of Section 304.

(E) If the unitary business group members'
accounting periods differ, the common  parent's
accounting period or, if there is no common parent, the
accounting period of the member that is expected to
have, on a recurring basis, the greatest Illinois
income tax liability must be used to determine whether
to use the apportionment method provided in subsection
(a) or subsection (h) of Section 304. The prohibition
against membership in a unitary business group for
taxpayers ordinarily required to apportion income
under different subsections of Section 304 does not
apply to taxpayers required to apportion income under
subsection (a) and subsection (h) of Section 304. The
provisions of this amendatory Act of 1998 apply to tax
years ending on or after December 31, 1998.

(28) Subchapter S corporation. The term "Subchapter S
corporation" means a corporation for which there is in
effect an election under Section 1362 of the 1Internal
Revenue Code, or for which there is a federal election to
opt out of the provisions of the Subchapter S Revision Act

of 1982 and have applied instead the prior federal
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Subchapter S rules as in effect on July 1, 1982.

(30) Foreign person. The term "foreign person" means
any person who 1s a nonresident alien individual and any
nonindividual entity, regardless of where created or
organized, whose business activity outside the United
States is 80% or more of the entity's total business

activity.

(b) Other definitions.

(1) Words denoting number, gender, and so forth, when
used in this Act, where not otherwise distinctly expressed
or manifestly incompatible with the intent thereof:

(A) Words importing the singular include and apply
to several persons, parties or things;

(B) Words importing the plural include the
singular; and

(C) Words importing the masculine gender include
the feminine as well.

(2) "Company" or "association" as including successors
and assigns. The word "company" or "association", when used
in reference to a corporation, shall be deemed to embrace
the words "successors and assigns of such company or
association", and in like manner as if these last-named
words, or words of similar import, were expressed.

(3) Other terms. Any term used in any Section of this

Act with respect to the application of, or in connection
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with, the provisions of any other Section of this Act shall
have the same meaning as in such other Section.

(Source: P.A. 99-213, eff. 7-31-15.)

ARTICLE 25. COMPENSATION; BOARDS AND COMMISSIONS

Section 25-5. The Personnel Code is amended by changing

Section 7d as follows:

(20 ILCS 415/7d) (from Ch. 127, par. 63b107d)

Sec. 7d. Compensation. The chairman shall be paid an annual
salary of $8,200 from the third Monday in January, 1979 to the
third Monday in January, 1980; $8,700 from the third Monday in
January, 1980 to the third Monday in January, 1981; $9,300 from
the third Monday in January, 1981 to the third Monday in
January 1982; $10,000 from the third Monday in January, 1982 to

the effective date of this amendatory Act of the 91st General

Assembly; and $25,000 until July 1, 2016 +hereafter—eor—=

oot
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members of the Commission shall each be paid an annual salary
of $5,500 from the third Monday in January, 1979 to the third
Monday in January, 1980; $6,000 from the third Monday in
January, 1980 to the third Monday in January, 1981; $6,500 from
the third Monday in January, 1981 to the third Monday in
January, 1982; $7,500 from the third Monday in January, 1982 to

the effective date of this amendatory Act of the 91st General
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Assembly; and $20,000 until July 1, 2016 +hereafter—eorasset
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July 1, 2016, they Fhrey shall be entitled to reimbursement for

necessary traveling and other official expenditures

necessitated by their official duties. On and after July 1,

2016, no member of the Commission shall receive compensation

for his or her service on the Commission, nor shall they be

entitled to reimbursement for necessary traveling and other

official expenditures necessitated by their official duties.

(Source: P.A. 91-798, eff. 7-9-00.)

Section 25-10. The Capital Development Board Act is amended

by changing Section 6 as follows:

(20 ILCS 3105/6) (from Ch. 127, par. 776)
Sec. 6.
Members of the Board shall serve without compensation but

shall, until July 1, 2016, be reimbursed for their reasonable

expenses necessarily incurred in the performance of their
duties and the exercise of their powers under this Act. Each
member shall before entering upon the duties of his office,
take and subscribe the constitutional ocath of office and give
bond in the penal sum of $100,000 conditioned upon the faithful
performance of his duties. The oath and bond shall be filed in
the office of the Secretary of State.

(Source: P.A. 77-1995.)
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Section 25-15. The 1Illinois Finance Authority Act 1is

amended by changing Section 801-15 as follows:

(20 ILCS 3501/801-15)

Sec. 801-15. There is hereby created a body politic and
corporate to be known as the Illinois Finance Authority. The
exercise of the powers conferred by law shall be an essential
public function. The Authority shall consist of 15 members, who
shall be appointed by the Governor, with the advice and consent
of the Senate. Upon the appointment of the Board and every 2
years thereafter, the chairperson of the Authority shall be
selected by the Governor to serve as chairperson for two years.
Appointments to the Authority shall be persons of recognized
ability and experience in one or more of the following areas:
economic development, finance, banking, industrial
development, small business management, real estate
development, housing, health facilities financing, local
government financing, community development, venture finance,
construction, labor relations, agribusiness, and production
agriculture. At the time of appointment, the Governor shall
designate 5 members to serve until the third Monday in July
2005, 5 members to serve until the third Monday in July 2006
and 5 members to serve until the third Monday in July 2007.
Thereafter, appointments shall be for 3-year terms. At any

point in time, the Authority must include no fewer than 2
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members who have expertise in agribusiness or production
agriculture. A member shall serve until his or her successor
shall be appointed and have qualified for office by filing the
oath and bond. Members of the Authority shall not be entitled
to compensation for their services as members, but shall, until

July 1, 2016, be entitled to reimbursement for all necessary

expenses incurred in connection with the performance of their
duties as members. The Governor may remove any member of the
Authority in case of incompetence, neglect of duty, or
malfeasance in office, after service on him of a copy of the
written charges against him and an opportunity to be publicly
heard in person or by counsel in his own defense upon not less
than 10 days' notice. From nominations received from the
Governor, the members of the Authority shall appoint an
Executive Director who shall be a person knowledgeable in the
areas of financial markets and instruments, to hold office for
a one-year term. The Executive Director shall be the chief
administrative and operational officer of the Authority and
shall direct and supervise its administrative affairs and
general management and perform such other duties as may be
prescribed from time to time by the members and shall receive
compensation fixed by the Authority. The Executive Director or
any committee of the members may carry out such
responsibilities of the members as the members by resolution
may delegate. The Executive Director shall attend all meetings

of the Authority; however, no action of the Authority shall be
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invalid on account of the absence of the Executive Director
from a meeting. The Authority may engage the services of such
other agents and employees, including attorneys, appraisers,
engineers, accountants, credit analysts and other consultants,
as it may deem advisable and may prescribe their duties and fix
their compensation. The Authority may appoint Advisory
Councils to (1) assist in the formulation of policy goals and
objectives, (2) assist in the coordination of the delivery of
services, (3) assist in establishment of funding priorities for
the wvarious activities of the Authority, and (4) target the
activities of the Authority to specific geographic regions.
There may be an Advisory Council on Economic Development. The
Advisory Council shall consist of no more than 12 members, who
shall serve at the pleasure of the Authority. Members of the
Advisory Council shall receive no compensation for their

services, but may, until July 1, 2016, be reimbursed for

expenses incurred with their service on the Advisory Council.

(Source: P.A. 98-344, eff. 8-13-13.)

Section 25-20. The Illinois Health Facilities Planning Act

is amended by changing Section 4 as follows:

(20 ILCS 3960/4) (from Ch. 111 1/2, par. 1154)
(Section scheduled to be repealed on December 31, 2019)
Sec. 4. Health Facilities and Services Review Board;

membership; appointment; term; compensation; quorum.
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Notwithstanding any other provision in this Section, members of
the State Board holding office on the day before the effective
date of this amendatory Act of the 96th General Assembly shall
retain their authority.

(a) There is created the Health Facilities and Services
Review Board, which shall perform the functions described in
this Act. The Department shall provide operational support to
the Board, including the provision of office space, supplies,
and clerical, financial, and accounting services. The Board may
contract with experts related to specific health services or
facilities and create technical advisory panels to assist in
the development of criteria, standards, and procedures used in
the evaluation of applications for permit and exemption.

(b) Beginning March 1, 2010, the State Board shall consist
of 9 voting members. All members shall be residents of Illinois
and at least 4 shall reside outside the Chicago Metropolitan
Statistical Area. Consideration shall be given to potential
appointees who reflect the ethnic and cultural diversity of the
State. Neither Board members nor Board staff shall be convicted
felons or have pled guilty to a felony.

Each member shall have a reasonable knowledge of the
practice, procedures and principles of the health care delivery
system in Illinois, including at least 5 members who shall be
knowledgeable about health care delivery systems, health
systems planning, finance, or the management of health care

facilities currently regulated under the Act. One member shall
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be a representative of a non-profit health care consumer
advocacy organization. A spouse, parent, sibling, or child of a
Board member cannot be an employee, agent, or under contract
with services or facilities subject to the Act. Prior to
appointment and in the course of service on the Board, members
of the Board shall disclose the employment or other financial
interest of any other relative of the member, if known, in
service or facilities subject to the Act. Members of the Board
shall declare any conflict of interest that may exist with
respect to the status of those relatives and recuse themselves
from voting on any issue for which a conflict of interest 1is
declared. No person shall be appointed or continue to serve as
a member of the State Board who is, or whose spouse, parent,
sibling, or child is, a member of the Board of Directors of,
has a financial interest in, or has a business relationship
with a health care facility.

Notwithstanding any provision of this Section to the
contrary, the term of office of each member of the State Board
serving on the day before the effective date of this amendatory
Act of the 96th General Assembly is abolished on the date upon
which members of the 9-member Board, as established by this
amendatory Act of the 96th General Assembly, have been
appointed and can begin to take action as a Board. Members of
the State Board serving on the day before the effective date of
this amendatory Act of the 96th General Assembly may be

reappointed to the 9-member Board. Prior to March 1, 2010, the
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Health Facilities Planning Board shall establish a plan to
transition its powers and duties to the Health Facilities and
Services Review Board.

(c) The State Board shall be appointed by the Governor,
with the advice and consent of the Senate. Not more than 5 of
the appointments shall be of the same political party at the
time of the appointment.

The Secretary of Human Services, the Director of Healthcare
and Family Services, and the Director of Public Health, or
their designated representatives, shall serve as ex-officio,
non-voting members of the State Board.

(d) Of those 9 members initially appointed by the Governor
following the effective date of this amendatory Act of the 96th
General Assembly, 3 shall serve for terms expiring July 1,
2011, 3 shall serve for terms expiring July 1, 2012, and 3
shall serve for terms expiring July 1, 2013. Thereafter, each
appointed member shall hold office for a term of 3 years,
provided that any member appointed to fill a vacancy occurring
prior to the expiration of the term for which his or her
predecessor was appointed shall be appointed for the remainder
of such term and the term of office of each successor shall
commence on July 1 of the year in which his predecessor's term
expires. Each member appointed after the effective date of this
amendatory Act of the 96th General Assembly shall hold office
until his or her successor is appointed and qualified. The

Governor may reappoint a member for additional terms, but no
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member shall serve more than 3 terms, subject to review and
re-approval every 3 years.

(e) Until July 1, 2016, State Board members, while serving

on business of the State Board, shall receive actual and
necessary travel and subsistence expenses while so serving away
from their places of residence. Until March 1, 2010, a member
of the State Board who experiences a significant financial
hardship due to the loss of income on days of attendance at
meetings or while otherwise engaged in the business of the
State Board may be paid a hardship allowance, as determined by
and subject to the approval of the Governor's Travel Control
Board.

(f) The Governor shall designate one of the members to
serve as the Chairman of the Board, who shall be a person with
expertise in health care delivery system planning, finance or
management of health care facilities that are regulated under
the Act. The Chairman shall annually review Board member
performance and shall report the attendance record of each
Board member to the General Assembly.

(g) The State Board, through the Chairman, shall prepare a
separate and distinct budget approved by the General Assembly
and shall hire and supervise 1its own professional staff
responsible for carrying out the responsibilities of the Board.

(h) The State Board shall meet at least every 45 days, or
as often as the Chairman of the State Board deems necessary, oOr

upon the request of a majority of the members.
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(1) Five members of the State Board shall constitute a
quorum. The affirmative vote of 5 of the members of the State
Board shall be necessary for any action requiring a vote to be
taken by the State Board. A vacancy in the membership of the
State Board shall not impair the right of a quorum to exercise
all the rights and perform all the duties of the State Board as
provided by this Act.

(j) A State Board member shall disqualify himself or
herself from the consideration of any application for a permit
or exemption in which the State Board member or the State Board
member's spouse, parent, sibling, or child: (i) has an economic
interest in the matter; or (ii) is employed by, serves as a
consultant for, or is a member of the governing board of the
applicant or a party opposing the application.

(k) The Chairman, Board members, and Board staff must
comply with the Illinois Governmental Ethics Act.

(Source: P.A. 96-31, eff. 6-30-09; 97-1115, eff. 8-27-12.)

Section 25-25. The Illinois Pension Code is amended by
changing Sections 2-127, 14-134, 15-159, 16-167, and 18-158 as

follows:

(40 TILCS 5/2-127) (from Ch. 108 1/2, par. 2-127)
Sec. 2-127. Board created. The system shall be administered
by a board of trustees of 7 members as follows: the President

of the Senate, ex officio, or his designee; 2 members of the
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Senate appointed by the President; 3 members of the House of
Representatives appointed by the Speaker; and one person
elected from the member annuitants under rules prescribed by
the board. Only participants are eligible to serve as board
members. Not more than two members of the House of
Representatives, and not more than one member of the Senate so
appointed shall be of the same political party. Appointed board
members shall serve for 2-year terms. If the office of
President of the Senate or Speaker of the House is wvacant or
its incumbent is not a participant, the position of trustee
otherwise occupied by such officers shall be deemed vacant and
be filled by appointment by the Governor with a member of the
Senate or the House, as the case may be. This appointment shall
be of the same political party as the vacated position.

Elections for the annuitant member shall be held in January
of 1993 and every fourth year thereafter. Nominations and
elections shall be conducted in accordance with such procedures
as the Board may prescribe. In the event that only one eligible
person is nominated, the Board may declare the nominee elected
at the close of the nomination period, and need not conduct an
election. The annuitant member elected in 1989 shall serve for
a term of 4 years beginning February 1, 1989; thereafter, an
annuitant member shall serve for a period of 4 years from the
February 1lst immediately following the date of election, and
until a successor is elected and qualified.

Every person designated to serve as a trustee shall take an
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oath of office and shall thereupon qualify as a trustee. The
oath shall state that the person will diligently and honestly
administer the affairs of the system, and will not knowingly
violate or wilfully permit the wviolation of any of the
provisions of this Article.

Beginning on July 1, 2016, trustees shall serve without

compensation and shall not be reimbursed for expenses incurred

with their service as trustee.

(Source: P.A. 86-273; 86-1488.)

(40 ILCS 5/14-134) (from Ch. 108 1/2, par. 14-134)

Sec. 14-134. Board created. The retirement system created
by this Article shall be a trust, separate and distinct from
all other entities. The responsibility for the operation of the
system and for making effective this Article is vested in a
board of trustees.

The board shall consist of 7 trustees, as follows:

(a) the Director of the Governor's Office of Management and
Budget; (b) the Comptroller; (c) one trustee, not a State
employee, who shall be Chairman, to be appointed Dby the
Governor for a 5 year term; (d) two members of the system, one
of whom shall be an annuitant age 60 or over, having at least 8
years of creditable service, to be appointed by the Governor
for terms of 5 years; (e) one member of the system having at
least 8 years of creditable service, to be elected from the

contributing membership of the system by the contributing
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members as provided in Section 14-134.1; (f) one annuitant of
the system who has been an annuitant for at least one full
year, to be elected from and by the annuitants of the system,
as provided in Section 14-134.1. The Director of the Governor's
Office of Management and Budget and the Comptroller shall be
ex-officio members and shall serve as trustees during their
respective terms of office, except that each of them may
designate another officer or employee from the same agency to
serve in his or her place. However, no ex-officio member may
designate a different proxy within one year after designating a
proxy unless the person last so designated has Dbecome
ineligible to serve in that capacity. Except for the elected
trustees, any vacancy in the office of trustee shall be filled
in the same manner as the office was filled previously.

A trustee shall serve until a successor qualifies, except
that a trustee who 1is a member of the system shall be
disqualified as a trustee immediately upon terminating service
with the State.

Notwithstanding any provision of this Section to the
contrary, the term of office of each trustee of the board
appointed by the Governor who is sitting on the board on the
effective date of this amendatory Act of the 96th General
Assembly is terminated on that effective date.

Beginning on the 90th day after the effective date of this
amendatory Act of the 96th General Assembly, the board shall

consist of 13 trustees as follows:
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(1) the Comptroller, who shall be the Chairperson;

(2) six persons appointed by the Governor with the
advice and consent of the Senate who may not be members of
the system or hold an elective State office and who shall
serve for a term of 5 years, except that the terms of the
initial appointees under this amendatory Act of the 96th
General Assembly shall be as follows: 3 for a term of 3
years and 3 for a term of 5 years;

(3) four active participants of the system having at
least 8 years of creditable service, to be elected from the
contributing members of the system by the contribution
members as provided in Section 14-134.1; and

(4) two annuitants of the system who have been
annuitants for at least one full year, to be elected from
and by the annuitants of the system, as provided in Section
14-134.1.

For the purposes of this Section, the Governor may make a
nomination and the Senate may confirm the nominee in advance of
the commencement of the nominee's term of office. The Governor
shall make nominations for appointment to the board under this
Section within 60 days after the effective date of this
amendatory Act of the 96th General Assembly. A trustee sitting
on the board on the effective date of this amendatory Act of
the 96th General Assembly may not hold over in office for more
than 90 days after the effective date of this amendatory Act of

the 96th General Assembly. Nothing in this Section shall



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300 - 282 - LRB099 14379 HLH 38474 b

prevent the Governor from making a temporary appointment or
nominating a trustee holding office on the day before the
effective date of this amendatory Act of the 96th General
Assembly.

Each trustee is entitled to one vote on the board, and 4
trustees shall constitute a quorum for the transaction of
business. The affirmative votes of a majority of the trustees
present, but at least 3 trustees, shall be necessary for action
by the board at any meeting. On the 90th day after the
effective date of this amendatory Act of the 96th General
Assembly, 7 trustees shall constitute a quorum for the
transaction of business and the affirmative vote of a majority
of the trustees present, but at least 7 trustees, shall be
necessary for action by the board at any meeting. The board's
action of July 22, 1986, by which it amended the bylaws of the
system to increase the number of affirmative votes required for
board action from 3 to 4 (in response to Public Act 84-1028,
which increased the number of trustees from 5 to 7), and the
board's rejection, between that date and the effective date of
this amendatory Act of 1993, of proposed actions not receiving
at least 4 affirmative votes, are hereby validated.

The trustees shall serve without compensation, but shall,

until July 1, 2016, be reimbursed from the funds of the system

for all necessary expenses incurred through service on the
board.

Fach trustee shall take an oath of office that he or she
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will diligently and honestly administer the affairs of the
system, and will not knowingly violate or willfully permit the
violation of any of the provisions of law applicable to the
system. The oath shall be subscribed to by the trustee making
it, certified by the officer before whom it is taken, and filed
with the Secretary of State. A trustee shall qualify for
membership on the board when the ocath has been approved by the
board.

(Source: P.A. 96-6, eff. 4-3-09.)

(40 ILCS 5/15-159) (from Ch. 108 1/2, par. 15-159)

Sec. 15-159. Board created.

(a) A board of trustees constituted as provided in this
Section shall administer this System. The board shall be known

as the Board of Trustees of the State Universities Retirement

System.
(b) (Blank).
(c) (Blank).

(d) Beginning on the 90th day after April 3, 2009 (the
effective date of Public Act 96-6), the Board of Trustees shall
be constituted as follows:

(1) The Chairperson of the Board of Higher Education,
who shall act as chairperson of this Board.

(2) Four trustees appointed by the Governor with the
advice and consent of the Senate who may not be members of

the system or hold an elective State office and who shall
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serve for a term of 6 years, except that the terms of the

initial appointees under this subsection (d) shall be as

follows: 2 for a term of 3 years and 2 for a term of 6

years.

(3) Four active participants of the system to be
elected from the contributing membership of the system by
the contributing members, no more than 2 of which may be
from any of the University of Illinois campuses, who shall
serve for a term of 6 years, except that the terms of the
initial electees shall be as follows: 2 for a term of 3
years and 2 for a term of 6 years.

(4) Two annuitants of the system who have been
annuitants for at least one full year, to be elected from
and by the annuitants of the system, no more than one of
which may be from any of the University of 1Illinois
campuses, who shall serve for a term of 6 years, except
that the terms of the initial electees shall be as follows:
one for a term of 3 years and one for a term of 6 years.

For the purposes of this Section, the Governor may make a
nomination and the Senate may confirm the nominee in advance of
the commencement of the nominee's term of office.

(e) The 6 elected trustees shall be elected within 90 days
after April 3, 2009 (the effective date of Public Act 96-6) for
a term beginning on the 90th day after that effective date.
Trustees shall be elected thereafter as terms expire for a

6-year term beginning July 15 next following their election,
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and such election shall be held on May 1, or on May 2 when May 1
falls on a Sunday. The board may establish rules for the
election of trustees to implement the provisions of Public Act
96-6 and for future elections. Candidates for the participating
trustee shall be nominated by petitions in writing, signed by
not less than 400 participants with their addresses shown
opposite their names. Candidates for the annuitant trustee
shall be nominated by petitions in writing, signed by not less
than 100 annuitants with their addresses shown opposite their
names. If there is more than one qualified nominee for each
elected trustee, then the board shall conduct a secret ballot
election by mail for that trustee, in accordance with rules as
established by the board. If there is only one gqualified person
nominated by petition for each elected trustee, then the
election as required by this Section shall not be conducted for
that trustee and the board shall declare such nominee duly
elected. A vacancy occurring in the elective membership of the
board shall be filled for the unexpired term by the elected
trustees serving on the board for the remainder of the term.
Nothing in this subsection shall preclude the adoption of rules
providing for internet or phone balloting in addition, or as an
alternative, to election by mail.

(f) A vacancy in the appointed membership on the board of
trustees caused by resignation, death, expiration of term of
office, or other reason shall be filled by a qualified person

appointed by the Governor for the remainder of the unexpired
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term.

(g) Trustees (other than the trustees incumbent on June 30,
1995 or as provided in subsection (c) of this Section) shall
continue in office wuntil their respective successors are
appointed and have qualified, except that a trustee appointed
to one of the participant positions shall be disqualified
immediately upon the termination of his or her status as a
participant and a trustee appointed to one of the annuitant
positions shall Dbe disqualified immediately upon the
termination of his or her status as an annuitant receiving a
retirement annuity.

(h) Each trustee must take an oath of office before a
notary public of this State and shall qualify as a trustee upon
the presentation to the board of a certified copy of the oath.
The oath must state that the person will diligently and
honestly administer the affairs of the retirement system, and
will not knowingly violate or willfully permit to be violated
any provisions of this Article.

Each trustee shall serve without compensation but shall,

until July 1, 2016, be reimbursed for expenses necessarily

incurred in attending board meetings and carrying out his or
her duties as a trustee or officer of the system.

(Source: P.A. 98-92, eff. 7-16-13.)

(40 ILCS 5/16-167) (from Ch. 108 1/2, par. 16-167)

Sec. 16-167. Board - compensation and expenses. The
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trustees shall serve without compensation, but shall, until

July 1, 2016, be reimbursed for all necessary expenses.

(Source: P.A. 83-1440.)

(40 ILCS 5/18-158) (from Ch. 108 1/2, par. 18-158)
Sec. 18-158. No compensation.
Trustees shall serve without compensation, but shall,

until July 1, 2016, be reimbursed for any reasonable traveling

expenses incurred in attending meetings of the board.

(Source: Laws 1963, p. 161.)

Section 25-30. The Metropolitan Pier and Exposition
Authority Act 1s amended by changing Sections 14 and 23.1 as

follows:

(70 ILCS 210/14) (from Ch. 85, par. 1234)

Sec. 14. Board; compensation. The governing and
administrative body of the Authority shall be a board known as
the Metropolitan Pier and Exposition Board. On the effective
date of this amendatory Act of the 96th General Assembly, the
Trustee shall assume the duties and powers of the Board for a
period of 18 months or until the Board is fully constituted,
whichever is later. Any action requiring Board approval shall
be deemed approved by the Board if the Trustee approves the
action in accordance with Section 14.5. Beginning the first

Monday of the month occurring 18 months after the effective
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date of this amendatory Act of the 96th General Assembly, the
Board shall consist of 9 members. The Governor shall appoint 4
members to the Board, subject to the advice and consent of the
Senate. The Mayor shall appoint 4 members to the Board. At
least one member of the Board shall represent the interests of
labor and at least one member of the Board shall represent the
interests of the convention industry. A majority of the members
appointed by the Governor and Mayor shall appoint a ninth
member to serve as the chairperson. The Board shall be fully
constituted when a quorum has been appointed. The members of
the board shall be individuals of generally recognized ability
and integrity. No member of the Board may be (i) an officer or
employee of, or a member of a board, commission or authority
of, the State, any unit of local government or any school
district or (ii) a person who served on the Board prior to the
effective date of this amendatory Act of the 96th General
Assembly.

Of the initial members appointed by the Governor, one shall
serve for a term expiring June 1, 2013, one shall serve for a
term expiring June 1, 2014, one shall serve for a term expiring
June 1, 2015, and one shall serve for a term expiring June 1,
2016, as determined by the Governor. Of the initial members
appointed by the Mayor, one shall serve for a term expiring
June 1, 2013, one shall serve for a term expiring June 1, 2014,
one shall serve for a term expiring June 1, 2015, and one shall

serve for a term expiring June 1, 2016, as determined by the



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

HB4300 - 289 - LRB099 14379 HLH 38474 b

Mayor. The initial chairperson appointed by the Board shall
serve a term for a term expiring June 1, 2015. Successors shall
be appointed to 4-year terms. No person may be appointed to
more than 2 terms.

Members of the Board shall serve without compensation, but

shall, until July 1, 2016, be reimbursed for actual expenses

incurred by them in the performance of their duties. All
members of the Board and employees of the Authority are subject
to the Illinois Governmental Ethics Act, in accordance with its
terms.

(Source: P.A. 96-882, eff. 2-17-10; 96-898, eff. 5-27-10.)

(70 ILCS 210/23.1) (from Ch. 85, par. 1243.1)

Sec. 23.1. Affirmative action.

(a) The Authority shall, within 90 days after the effective
date of this amendatory Act of 1984, establish and maintain an
affirmative action program designed to promote equal
employment opportunity and eliminate the effects of past
discrimination. Such program shall include a plan, including
timetables where appropriate, which shall specify goals and
methods for increasing participation by women and minorities in
employment, including employment related to the planning,
organization, and staging of the games, by the Authority and by
parties which contract with the Authority. The Authority shall
submit a detailed plan with the General Assembly prior to

September 1 of each year. Such program shall also establish
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procedures and sanctions (including debarment), which the
Authority shall enforce to ensure compliance with the plan
established pursuant to this Section and with State and federal
laws and regulations relating to the employment of women and
minorities. A determination by the Authority as to whether a
party to a contract with the Authority has achieved the goals
or employed the methods for increasing participation by women
and minorities shall be determined in accordance with the terms
of such contracts or the applicable provisions of rules and
regulations of the Authority existing at the time such contract
was executed, including any provisions for consideration of
good faith efforts at compliance which the Authority may
reasonably adopt.

(b) The Authority shall adopt and maintain minority and
female owned business enterprise procurement programs under
the affirmative action program described in subsection (a) for
any and all work, including all contracting related to the
planning, organization, and staging of the games, undertaken by
the Authority. That work shall include, but is not limited to,
the purchase of professional services, construction services,
supplies, materials, and equipment. The programs shall
establish goals of awarding not less than 25% of the annual
dollar wvalue of all contracts, purchase orders, or other
agreements (collectively referred to as "contracts") to
minority owned businesses and 5% of the annual dollar value of

all contracts to female owned businesses. Without limiting the
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generality of the foregoing, the programs shall require in
connection with the prequalification or consideration of
vendors for professional service contracts, construction
contracts, and contracts for supplies, materials, equipment,
and services that each proposer or bidder submit as part of his
or her proposal or bid a commitment detailing how he or she
will expend 25% or more of the dollar value of his or her
contracts with one or more minority owned businesses and 5% or
more of the dollar wvalue with one or more female owned
businesses. Bids or proposals that do not include such detailed
commitments are not responsive and shall be rejected unless the
Authority deems 1t appropriate to grant a waiver of these
requirements. In addition the Authority may, in connection with
the selection of providers of professional services, reserve
the right to select a minority or female owned business or
businesses to fulfill the commitment to minority and female
business participation. The commitment to minority and female
business participation may be met by the contractor or
professional service provider's status as a minority or female
owned business, by joint venture or by subcontracting a portion
of the work with or purchasing materials for the work from one
or more such businesses, or by any combination thereof. Each
contract shall require the contractor or provider to submit a
certified monthly report detailing the status of that
contractor or ©provider's compliance with the Authority's

minority and female owned business enterprise procurement
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program. The Authority, after reviewing the monthly reports of
the contractors and providers, shall compile a comprehensive
report regarding compliance with this procurement program and
file it quarterly with the General Assembly. If, in connection
with a particular contract, the Authority determines that it is
impracticable or excessively costly to obtain minority or
female owned businesses to perform sufficient work to fulfill
the commitment required by this subsection, the Authority shall
reduce or waive the commitment 1in the contract, as may be
appropriate. The  Authority shall establish rules and
regulations setting forth the standards to Dbe wused in
determining whether or not a reduction or waiver 1is
appropriate. The terms "minority owned business" and "female
owned business" have the meanings given to those terms in the
Business Enterprise for Minorities, Females, and Persons with
Disabilities Act.

(c) The Authority shall adopt and maintain an affirmative
action program in connection with the hiring of minorities and
women on the Expansion Project and on any and all construction
projects, including all contracting related to the planning,
organization, and staging of the games, undertaken by the
Authority. The program shall be designed to promote equal
employment opportunity and shall specify the goals and methods
for increasing the participation of minorities and women in a
representative mix of job classifications required to perform

the respective contracts awarded by the Authority.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300 - 293 - LRB099 14379 HLH 38474 b

(d) In connection with the Expansion Project, the Authority
shall incorporate the following elements into its minority and
female owned Dbusiness procurement programs to the extent
feasible: (1) a major contractors program that permits minority
owned businesses and female owned Dbusinesses to bear
significant responsibility and risk for a portion of the
project; (2) a mentor/protege program that provides financial,
technical, managerial, equipment, and personnel support to
minority owned businesses and female owned businesses; (3) an
emerging firms program that includes minority owned businesses
and female owned businesses that would not otherwise qualify
for the project due to inexperience or limited resources; (4) a
small projects program that includes participation by smaller
minority owned businesses and female owned businesses on jobs
where the total dollar value 1is $5,000,000 or less; and (5) a
set-aside program that will identify contracts requiring the
expenditure of funds less than $50,000 for bids to be submitted
solely by minority owned Dbusinesses and female owned
businesses.

(e) The Authority is authorized to enter into agreements
with contractors' associations, labor unions, and the
contractors working on the Expansion Project to establish an
Apprenticeship Preparedness Training Program to provide for an
increase in the number of minority and female journeymen and
apprentices in the building trades and to enter into agreements

with Community College District 508 to provide readiness



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

HB4300 - 294 - LRB099 14379 HLH 38474 b

training. The Authority 1is further authorized to enter into
contracts with public and private educational institutions and
persons in the hospitality industry to provide training for
employment in the hospitality industry.

(f) McCormick Place Advisory Board. There is created a
McCormick Place Advisory Board composed as follows: 2 members
shall be appointed by the Mayor of Chicago; 2 members shall be
appointed by the Governor; 2 members shall be State Senators
appointed by the President of the Senate; 2 members shall be
State Senators appointed by the Minority Leader of the Senate;
2 members shall be State Representatives appointed by the
Speaker of the House of Representatives; and 2 members shall be
State Representatives appointed by the Minority Leader of the
House of Representatives. The terms of all previously appointed
members of the Advisory Board expire on the effective date of
this amendatory Act of the 92nd General Assembly. A State
Senator or State Representative member may appoint a designee
to serve on the McCormick Place Advisory Board in his or her
absence.

A "member of a minority group" shall mean a person who is a
citizen or lawful permanent resident of the United States and
who is any of the following:

(1) American Indian or Alaska Native (a person having
origins in any of the original peoples of North and South

America, 1including Central America, and who maintains

tribal affiliation or community attachment) .
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(2) Asian (a person having origins 1in any of the
original peoples of the Far East, Southeast Asia, or the
Indian subcontinent, including, but not limited to,
Cambodia, China, India, Japan, Korea, Malaysia, Pakistan,
the Philippine Islands, Thailand, and Vietnam) .

(3) Black or African American (a person having origins
in any of the black racial groups of Africa). Terms such as
"Haitian" or "Negro" can be used in addition to "Black or
African American".

(4) Hispanic or Latino (a person of Cuban, Mexican,
Puerto Rican, South or Central American, or other Spanish
culture or origin, regardless of race).

(5) Native Hawaiian or Other Pacific Islander (a person
having origins in any of the original peoples of Hawaii,
Guam, Samoa, or other Pacific Islands).

Members of the McCormick Place Advisory Board shall serve
2-year terms and until their successors are appointed, except
members who serve as a result of their elected position whose
terms shall continue as long as they hold their designated
elected positions. Vacancies shall be filled by appointment for
the unexpired term in the same manner as original appointments
are made. The McCormick Place Advisory Board shall elect its
own chairperson.

Members of the McCormick Place Advisory Board shall serve

without compensation but, until July 1, 2016, aEt—+he

gEheorityls—diseretions shall be reimbursed for necessary
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expenses in connection with the performance of their duties at

the Authority's discretion.

The McCormick Place Advisory Board shall meet quarterly, or
as needed, shall produce any reports it deems necessary, and
shall:

(1) Work with the Authority on ways to improve the area
physically and economically;

(2) Work with the Authority regarding potential means
for providing increased economic opportunities to
minorities and women produced indirectly or directly from
the construction and operation of the Expansion Project;

(3) Work with the Authority to minimize any potential
impact on the area surrounding the McCormick Place
Expansion Project, including any impact on minority or
female owned businesses, resulting from the construction
and operation of the Expansion Project;

(4) Work with the Authority to find candidates for
building trades apprenticeships, for employment 1in the
hospitality industry, and to identify Jjob training
programs;

(5) Work with the Authority to implement the provisions
of subsections (a) through (e) of this Section in the
construction of the Expansion Project, including the
Authority's goal of awarding not less than 25% and 5% of
the annual dollar value of contracts to minority and female

owned businesses, the outreach program for minorities and
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women, and the mentor/protege program for providing

assistance to minority and female owned businesses.

(g) The Authority shall comply with subsection (e) of
Section 5-42 of the Olympic Games and Paralympic Games (2016)
Law. For purposes of this Section, the term "games" has the
meaning set forth in the Olympic Games and Paralympic Games
(20160) Law.

(Source: P.A. 96-7, eff. 4-3-09; 97-3%06, eff. 1-1-12.)

Section 25-35. The Illinoils International Port District

Act is amended by changing Section 12 as follows:

(70 ILCS 1810/12) (from Ch. 19, par. 163)

Sec. 12. The governing and administrative body of the
District shall be a board consisting of 9 members, to be known
as the Illinois International Port District Board. Members of
the Board shall be residents of a county whose territory, in
whole or in part, is embraced by the District and persons of

recognized business ability. Until July 1, 2016, the ke

members of the Board shall receive compensation for their
services, set Dby the Board at an amount not to exceed
$20,000.00 annually, except the Chairman may receive an
additional $5,000.00 annually, if approved by the Board. All
such compensation shall Dbe paid directly from the Port
District's operating funds. The members shall receive no other

compensation whatever, whether in form of salary, per diem
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allowance or otherwise, for or in connection with his service
as a member. The preceding sentence shall not prevent any
member from receiving any non-salary benefit of the type

received by employees of the District. Until July 1, 2016, each

Eaeh member shall be reimbursed for actual expenses incurred by
them in the performance of their duties. Any person who 1is
appointed to the office of secretary or treasurer of the Board
may receive compensation for services as such officer, as
determined by the Board, provided such person is not a member
of the Board. No member of the Board or employee of the
District shall have any private financial interest, profit or
benefit in any contract, work or business of the District nor
in the sale or lease of any property to or from the District.

(Source: P.A. 93-250, eff. 7-22-03.)

Section 25-40. The School Code 1is amended by changing

Section 14-7.02 as follows:

(105 ILCS 5/14-7.02) (from Ch. 122, par. 14-7.02)

Sec. 14-7.02. Children attending private schools, public
out-of-state schools, public school residential facilities or
private special education facilities. The General Assembly
recognizes that non-public schools or special education
facilities provide an important service in the educational
system in Illinois.

If because of his or her disability the special education
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program of a district is unable to meet the needs of a child
and the child attends a non-public school or special education
facility, a public out-of-state school or a special education
facility owned and operated by a county government unit that
provides special educational services required by the child and
is in compliance with the appropriate rules and regulations of
the State Superintendent of Education, the school district in
which the child is a resident shall pay the actual cost of
tuition for special education and related services provided
during the regular school term and during the summer school
term if the child's educational needs so require, excluding
room, board and transportation costs charged the chi